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Survey: Ethiopia 
A proud country embraces 
market reforms at last 
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Hostage fears 
How to keep off the 
kidnappers’ hit list 

Business Travel, Page 14 



TIMES 


itive behaviour 
sry lessons for 
corporate governance 
Lucy Keilaway, Page 13 



Drugs at work 
Why companies turn 
to random testing 
Management, Page 15 


W ORLD- NEWS 

Mondale prepares to 
warn Indonesia as 
Suharto says IMF 
reforms have failed 

President Suharto said l efon ns 
prescribed for Indonesia by the 
international Monetary Fund had 
not worked and that the country 
was looking for “a more correct 
alternative". His comments pre- 
ca^ted the arrival today of Welter 
Mon dale, a special envoy and 
former US vice-president, who is 
expected to convey the US 
administration's “deep concerns 
about developments in Indon- 
esia"- Page 20 

Tough fine on Iraq Inspections 
Richard Butter, head of the UN’s 
arms inspectorate in Iraq, 
insisted that his team would con- 
tinue to play the main role in 
monitoring Baghdad’s non- 
ccnventional weapons. Page 5; 
Editorial Comment, Page 19 

Caspian pipefina move 
Foreign ministers from four cen- 
tra] Asian nations began a 
two-day conference in Istanbul to 
bu:!d support for a pipeline link- 
ing Caspian Sea oil and gas 
fields to a terminal on Turkey’s 
Mediterranean coast. Page 5 

No third bank candidate 
Germany and France are not 
seeking a third candidate as a 
way cut of the impasse over the 
pos: of president of the Euro- 
pean central bank, it emerged. 
Page 2 

Yeltsin axes three ministers 
Russian president Boris Yeltsin 
sacked three ministers In a 
reshuffle that left the two main 
wings of his administration intact 
Page 2 

□am problem eased 
Slovakia and Hungary moved 
towards resolving a dispute over 
a $6Q0m-S1bn dam which would 
heip boost the two countries’ 
pc .-.er supplies. Page 2 

Italy plans postal revamp ■ ■ 
ttalv >s to announce plans for a 
rra'-agsment overhaul erf its 
ccstiy and inefficient postal ser- 
vice. Page 2 

Bulgaria to have new party 
Defectors from Bulgaria’s former 
communist party decided to form 
a single party aimed at uniting 
the country's leftwing factions 
around modem, European social 
democracy. 

Hetanyalm to vfat Europe 

Israel; pnme minister Benjamin 
Netanyahu plans to travel to 
Europe for d i scussions on the 
pe 3 ze process and Israel's rela- 
t.enship to the European Union. 

todH pofl undear 

EaiL polls in India's general elec- 
tion gave conflicting results, leav- 
ing the outcome unclear as 
counting begins today. Page 3 

Ethiopia supports free marM 
Ethiopia’s former Marxist leader 
signalled the start of a foreign 
investment drive, confirming his 
party's commitment to private- 

sector fed growth. Page 5 
Mexico tries for peace 

The Mexican government 

launched an attempt to revive 
peace talks in the south-eastern 
state of Chiapas. Page S 

UK Toms bads secrecy 
Britan's opposition Conservative 
party provoked fresh controversy 
oTer political party funding by 
calling for large donors to be 
allowed to retain their anonymity. 

Page 7 

Tobacco instostiy Wl* •**« web 
The tobacco industry has turned 
to the world wide web in the lat- 
est stage of a pubte relations 
offensive to salvage a proposed 
«3£S.5bn US legal settlement- 


BUSINESS NEWS 


Brussels ready to 
reimpose duties on 
unbleached cotton 
to block dumping 

Controversy over European 
Union anti-dumping duties on 
unbleached cotton doth from six 
Asian countries could be reig- 
nited as the European Commis- 
sion recommends Imposing 
duties for the second time in two 
years. Page 20 

Le Posts, the Italian state-owned 
postal service due to announce 
losses of L793bn ($441 m) for 
1997, is to undergo a manage- 
ment overhaul. Page 2 

Car companies In Europe are under 
intense pressure to agree this 
week to a voluntary cut in carbon 
dioxide amissions. Page 2 

Tele Danmark, the privatised 
Danish utility, plans to enter the 
Netherlands' mobfke telephony 
market, competing with two 
existing services and two further 
groups which last Thursday won 
official nationwide licences. 

Page 4 

Burger King, the world's second 
largest hamburger chain, is 
renewing its onslaught on 
McDonald's in Europe with the 
slogan "It just tastes better". 
Page 22 

Bedricfty companies are far from 
ready to re sp ond to the imminent 
deregulation of the European 
Union's $l75bn power industry, 
according to a survey of senior 
executives. Page 2 

China announced it will issue 
Yn270bn ($32.5bn) rn “special 
bonds" to recapitalise state 
banks. Page 3 

Tokyo's Chamber of Commerce 
plans to start a market for merg- 
ers and acquisitions to help a 
growing number of companies 
looking for buyers. Page 3 

Pere gri ne liquidators are seeking 
legal advice after a judge said 
directors of the failed Hcng Kong 
Investment bank's UK subsidiary 
had "creamed cfP profits for 
bonuses. Page 21 

Britafcrtc takeover watchdog is to 
ben advisers to companies facing 
hostile bids from buying the tar- 
get companies' shares. Page 7 

SoMmaw Sachs, the US investment 
bank, is holding talks with Banco 
Garantia of Brazil over a possible 
$1.Sbn acquisition. Page 21; 

Lex, Page 20 

SnaMBnc B eechar n chief executive 
Jan Leschly plans a rallying call 
in Palm Springs. California, next 
week to his top 400 executives 
following the coflapse of a 
planned SMOObn-plus (SlBSbn) 
merger with rival UK drug com- 
pany Glaxo Wellcome. Page 21; 
Lex, Page 20 

Hopewrii Hofcfings, the Hong Kong 
property and infrastructure 
group, accused the Thai govern- 
ment of confiscating a conces- 
sion to build a Bangkok road and 
rail project and warned it would 
seek compensation. Page 4 

US hiwst me flt funds are building 
up large stakes in UK manufac- 
turers, encouraged by lower rat- 
ings of UK companies and dis- 
tortions to their profits. Page 21 

Mefal-MogBl, US car parts 
manufacturer, may have to dis- 
pose of twice as much as it origi- 
nafty forecast as one of the con- 
ditions of its S2.5bn takeover of 
UK rival T&N. Page 22 


Work: Eq^iy "ferlisCs 

Yesterday's tends and date from more 
than 50 ra&ral markets at a glance 
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Schroder chosen as Kohl’s 
challenger after poll victory 


By Peter Norman in Bo m and 
Ralph Atkins ta Hanover 

Gerhard Schrader, prime 
minis ter of the German state of 
Lower Saxony, last night became 
the opposition Social Democratic 
party candidate to challenge Hel- 
mut Kohl in September's general 
election after inflicting a savage 
electoral defeat on the chancellor 
anri his government in Bonn. 

Shortly after Mr Schroder 
scored the SPD’s best-ever result 
in a Lower Saxony state poll, 
Oskar Lafontaine, the SPD 
leader, said he would nominate 
Mr Schroder as the party's gen- 
eral el ectio n candidate today. 

The SPD victory was a bitter 
blow for Mr Kohl, who had 
declared that the state poll was 
of “decisive importance" for Ger- 
many and who visited the state 
11 times in his vigorous cam- 
paign for Christian Wulff. 38, the 
candidate of his Christian Demo- 
cratic Union. 

Mr Schroder, 53. turned the 
election into a "primary’’ to 
establish his claim to challenge 
Mr Kohl on September 27 against 
the rival ambitions of Mr Lafon- 
taine. who remains SPD leader. 
In a foretaste of the autumn elec- 
tion battle, he made Germany's 
high unemployment an election 
issue and urged voters "to signal 
an end to the Kohl era". 

Last night a delighted Mr 
Schroder said the result, in 
which he unexpectedly improved 
the SPD's share of the vote by 
nearly 4 percentage points com- 
pared with the state poll in 1991, 
was “beyond his boldest dreams". 

About 75 per cent of the state's 
5.9m. electorate voted. Mr Schro- 
der said they had backed a policy 
of “modernising Germany’s econ- 
omy, society and state coupled 
with social responsibility". The 



Gerhard Schroder and wife Doris on their way to vote in the state poll which the Lower Saxony premier 
turned into a ’primary' to establish his claim to challenge chancellor Helmut Kohl petw R«*n 


vote demonstrated "a deep- 
seated wish for a change of gov- 
ernment in Bonn" and he pledged 
"with all my strength" to answer 
this desire. 

Mr Wulff said he was “disap- 
pointed and sad" and blamed the 
CDU*s poor result on the way the 
SPD had used the state election 
to make its choice for chancellor 
candidate between Mr Schroder 
and Mr Lafontaine. 

Mr Schroder had earlier said he 
would not seek ro be candidate in 
September if his share of the vote 
fell by two percentage points 


from that of 1994. In the event, 
successive exit polls last night 
confirmed Mr Schroder had 
sharply increased the SPD's 
share of the vote against the 
trend of recent regional polls. 

However, it was unclear 
whether his party would retain 
an absolute majority in the state 
parliament. Early polls were 
divided over whether the small 
Free Democrat party would win 
enough votes to dear the 5 per 
cent hurdle needed to enter the 
state parliament after four years’ 
absence. If the FDP, an ally of the 


CDU, enters the parliament the 
SPD would almost certainly have 
to negotiate a coalition with the 
environmental Greens, which 
retained their position as third 
strongest party In the state. 

Some two hours after polling 
stations closed, unofficial exit 
polls showed the SPD had won 
48.1 per cent, the CDU 3&9 per 
cent, the Greens 7 per cent and 
the FDP 5 per cent In 1994. the 
SPD won 413 per cent against 
36.4 per cent for the CDU. 7.4 per 
cent for the Greens and 4.4 per 
cent for the FDP. 


30 killed 
in Serb 
clashes with 
Albanian 
rebels 

By Guy Dinmore in Belgrade 


Credit Lyonnais considers stake sale 


By Andrew Jack in Paris 

Nippon Life cf Japan and Allianz 
of Germany would take signifi- 
cant stakes in Credit Lyonnais, 
the French state-owned bank, 
early this autumn, under plans 
for a rapid partial privatisation 
being discussed by executives 
and government officials. 

The two institutions - along 
with up to two others, believed to 
be US-based - would take stakes 
of up to 10 per cent each as soon 
as September. 

Foreign financial institutions 
have been considering invest- 
ments in Credit Lyonnais in the 
past few months as a result of its 
restructuring. 

The bank’s shares shot up on 
Fridas - after Sir Brian Pitman, 
c hairman of Lloyds TSB of the 
UK, became the latest to express 
interest. In an interview in the 
French newspaper. Le Figaro, Sir 
Brian said he would consider a 
deal, while stressing tbat it 
would require some restructuring 
of the French economy and 
labour laws. 

The move towards a sale would 
help meet the demand from Euro- 


pean competition authorities in 
Brussels for concessions from the 
French government in exc h ange 
for approval of a new rescue 
package for Credit Lyonnais. 

The sale of about 30 per cent 
would also allow the bank to 
strengthen its capital base - 
which has been eroded in the 
past few years - without requir- 
ing further state recapitalisation. 
The moves would pave the way 
for full privatisation. 

The French government and 
the EU are discussing the con- 
ditions of a revised rescue plan to 
cover the bank's accumulated 
losses, generated in the early 
1990s. Some estimates put the 
cost to taxpayers as high as 
FFrl50bn iS25bnl. 

Under the terms, Credit Lyon- 
nais is likely to agree to a reduc- 
tion in the number of its 
branches in France from the 1994 
level, reflecting cutbacks already 
under way. 

It would sell its Belgian bank- 
ing subsidiary and might be 
forced to cede its bank in Luxem- 
bourg, but would maintain its 
operations in New York and 
Asia. 


Timing of the partial privatisa- 
tion is sensitive in view of the 
ambivalence of France's left-wing 
government to the sale of state 
assets, especially in the run-up to 
the regional elections this month. 

Lionel Jospin, the prime minis- 
ter, has indicated that France 
would respect a commitment 
given to the EU in 1995 to privat- 
ise Credit Lyonnais by 2000. 

However, there has been grow- 
ing debate over the level of for- 


eign ownership or national com- 
panies. especially since Allianz 
launched its agreed bid for AGF. 
the French insurance group, late 
last year. 

Allianz already jointly controls 
a non-life insurance subsidiary 
with Credit Lyonnais, and sells 
policies through the its branches. 
Nippon Life also has long-stand- 
ing links with the bank. 

Lex, Page 20 


Up to 30 people were reported 
killed yesterday in Serbia's 
southern province of Kosovo dur- 
ing two days of clashes between 
ethnic Albanian rebels and police 
forces backed by helicopters. 

It is believed to be the worst 
outbreak of violence in Kosovo 
for several years and followed a 
week of mediation by western 
envoys seeking to prevent the 
conflict from engulfing the 
southern Balkans. 

Ibrahim Rugova, the political 
leader of Kosovo Albanians 
demanding independence from 
Serbia, appealed to the US and 
the European Union to put pres- 
sure on Belgrade to stop the 
police attacks. 

Western governments fear that 
events in Kosovo could spin out 
of control, in the worst case 
evolving into a Bosnian-style eth- 
nic war involving Albania and 
the nearby Republic of Macedo- 
nia, which has a large ethnic 
Albanian minority. 

Last night the government of 
Albania called on Belgrade “to 
stop the escalation of violence 
and terror against Albanians in 
Kosovo”. It warned tbat “the 
deterioration of the situation 
there carries big risks for peace 
in the Balkans and beyond" and 
said a “serious war situation" 
had been created. 

According to official state- 
ments. the violence erupted on 
Saturday when masked rebels of 
the Kosovo Liberation Army 
(UCK) attacked a police patrol 
near the village of Likosane In 
central Kosovo, killing two 
policemen. Five “terrorists" were 
also killed. That night rebels also 
shot at interior ministry helicop- 
ters, inflicting casualties. 

Police reinforcements moved 
in, sealing off the Drenica area 
where the UCK, funded and led 
by radical Albanians in exile, has 
established guerrilla bases. 
Explosions could be heard in the 
rugged hills yesterday, and local 
media reported that at feast 14 
Albanians, including women and 
children, and four Serbian police- 
men had been killed. 

Ethnic Alb anians make up 90 
per cent of the province’s 2m 
people and overwhelmingly 

Co ntin ued on Page 20 


New look for the FT 



Today's edition of the Financial 
Times dans something of a new 
look. Our aim is to make the 
Monday-to-Friday editions more 
accessible and easier to navigate. 

The newspaper continues to 
appear in two sections. To help 
readers find their way around, 
we are marking the sub-sections 
- such as World News, Comment 
and Analysis and, from tomor- 
row, Stock Markets - more 

dearly. 

An enhanced contents box 
below the Lex column on the 
back page provides a detailed 
guide. 

Clarity is also our aim visu- 
ally, with news summaries and 
analyses presented in a new 
style, and greater consistency of 
typography throughout 
' We are also introducing a new 
Monday features section called 
Inside Track. 

This will appear after the news 
section. It subsumes our writing 


on management, technology and 
specialist areas such as business 
education. It will also extend its 
reach to cover new subjects such 
as health, science and life in the 
workplace, with more profiles of 
business people and an array of 
columns such as today's by Lucy 
Keilaway. 

The Tuesday-to-Frlday editions 
will continue to cany a page of 
features on management, tech- 
nology and other issues. 

In the Monday second section, 
we have retained the popular 
Guide to the Week and Markets 
Week pages, but have added 
more corporate and financial 
news. 

I hope you like the changes. If 
you have views about them, 
please write to Number One, 
Southwark Bridge, London SEl 
9HL, or e-mail letters. 
edrton5ft.com. 

Andrew Sowars, Acting Editor 


■^sL, 
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AT LAST, A BETTER WAY 

TO LOOK AT EUROPEAN INVESTMENTS 


In the lead up to the Euro, asset 
manages? and equity traders are accel- 
erating their shift from a country-by- 
country approach to investments . 
based on pan-European strategies. 

The success of these strategies requires 
more accurate Europe-wide indexes, 
including those capable of measuring 
cross-border industry trends. 

Now, the experience and expertise of 
the Deutsche Bdrse AG, SBF-Bourse de 
Paris, Swiss Exchange and Dow Jones 
are combined to offer a solution. 
Together; these four leading organi- 
zations have created a comprehensive 
family of pan-European indexes for 
the twenty-first century. 


The STOXX family indudes two 
broad-based bench-marks, two bloa 
chip indexes and 19 sector indexes 
covering all of Europe and the new 
Europe of the Euro. AO indexes are 
calculated on both a price and total 
return basis. 

For more Information on this new 
generation of indexes, calculation 
methodology and licensing op- 
portunities, simply contact 
STOXX LIMITED P.O.Box. 
Selnaustrasse 30, 

CH-8021 Zurich. Switzerland 
Phone +41 (1) 2292300, 

Fax +41(1) 2292301. 
e-mail st n xxdtetoxx.com. 

Internet www jtorqMSHn 
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EU milk quota boost for young farmers 


By Magg ie Urry aid 
Michael Smith in Brussels 


Young formers are to benefit 
from the first increase in 
European Union milk quotas 
in nearly 15 years, as part of 
attempts to rejuvenate an 
aged and declining form pop- 
ulation. 

Proposals for a compre- 
hensive shake-up in the EU*s 
common agricultural policy 
(CAP) would lift by 2 per 
cent the milk quotas intro- 
duced in 1984 to curb produc- 
tion. 

Young formers - defined 
in the EU as those aged 


under 40 - would be given 
half the increase. Some will 
also take a share of the other 
l percentage point Increase 
in quotas, which is being 
directed to dairy fanners in 
mountain regions. 

The quota arrangements 
will accompany a 15 per cent 
cut In minim um prices for 
milk set by the EU. The 
European Commission, the 
ElTs executive drawing up 
the proposals, is signalling 
the prices and quota system 
cannot be relied upon indefi- 
nitely. 

The milk proposals are 
thought unlikely to be 


altered significantly when 
European commissioners 
meet on March 18 to agree 
on CAP reforms to put to 
member states. 

Franz Fischler. agriculture 
commissioner, is close to fin- 
alising his detailed propos- 
als. Apart from milk, the 
main changes from an initial 
reform outline agreed by the 
Commission last July are: 

• Giving member states 
powers to allocate 30 per 

cent of direct aid payments, 
worth Ecu3bn ($3.3bu) a 
year, in the beef and dairy 
sectors. Farmers fear this 
could lead to a more nation- 


Italy to 
overhaul 
postal 
service 

By James BHtz Id Rome 

The Ttalian government will 
this week announce plans to 
address one of the biggest 
drains on the country's pub- 
lic finanMt by beginning a 
management overhaul of its 
costly and Inefficient postal 
service. It has already hinted 
at selling off part of the 
organisation in the future. 

With the service due to 
announce losses of L793bn 
(.$44lm) for 1997, the govern- 
ment looks set to announce 
the appointment of Corrado 
Passers, at present director- 
general of Banco Ambros- 
iano Veneto, as the first 
chief executive of Le Paste. 

Mr Passera's appointment 
follows a decision by the 
Italian treasury at the week- 
end to transform the postal 
service from a public sector 
department lata a sharehold- 
ing company. 

The state will continue to 
be the sole shareholder, but 
the transformation of the 
service's legal status is an 
essential first step before the 
government can get private 
sector investment In the 
organisation. 

Mr Passera. 43, is a former 
chief executive of Olivetti 
and spent five years at 
McKinsey. the management 
consultants. Despite his 
experience, he is taking on 
what, except for running the 
country's railway system, 
must count as one of the 
toughest tasks in the Italian 
public sector. 

The Italian postal service 
has for years been seen as 
the most inefficient in 
Europe. Figures recently 
produced by the Italian sen- 
ate show it takes the postal 
service an average 5 dayB to 
deliver a letter across 500km 
in Italy, against one day in 
the UR and Germany, and 



An Kalian flag waves next to the EU flag at the prime minister’s 
headquarters in Rome yesterday, foDowmg the passing of a tew 
requiring both to be displayed outside government organisations, 
city councils and universities Picture: AP 


two in Greece and Hungary. 

The Italian service has 
175,000 employees compared 
with some 317,000 in France, 
a country of similar popula- 
tion. But Italians send obn 
letters a year compared to 
the 23bn despatched by the 
French, a sign of the lack of 
confidence the Italian people 
have in their service. 

Productivity is also among 
the lowest in Europe. On 
average, postal workers in 
the UK and France handle 
nearly double the number of 
items that their Italian coun- 
terparts do over a given 


time. To try to redress these 
problems, the government 
has outlined a broad busi- 
ness plan for Le Posta. 

The plan would increase 
facilities to customers and 
raise productivity by 25 per 
cent 

Speaking to La Repubbllca 
newspaper at the weekend, 
Mr Passera admitted that 
turning round the company 
was a job he would find 
“very difficult and demand- 
ing." The new entity would 
be Italy's seventh largest 
company by sales, with sales 
of Li2,000bn. 
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based CAP and erosion of 
subsidies. 

• Paring back payments to 
large farmers. Mr Fischler 
plans to pay fanners the first 
EculOO.OOO of claims for 
direct aid payments but to 
pay only 80 per cent of the 
second EculOO.OOO and 75 per 
cent of anything after that. 

The plan to concentrate 
increased milk quotas on 
young fanners comes amid 
growing concern about the 
decline of the fanning popu- 
lation and their increasing 
age. More than half of farm- 
ers are 55 or over. 

The problems are acute in 


dairy far min g, where the 
cost of buying quotas needed 
to sell milk is sometimes the 
biggest start-up cost. 

Under the proposal, each 
member state will be given a 
l per cent increase in its 
overall quota to distribute to 
young farmers. The addi- 
tional quota for mountain- 
ous areas will benefit only 
some countries. 

Qualifying nations would 
include Italy, Spain and 
Greece - three of the coun- 
tries most vociferous in 
demanding a rise in quotas - 
as well as Germany. France 
and Austria. 


Britain will not benefit 
from the increase and it is 
thought unlikely Irish. Dan- 
ish or Dutch farmers would 
receive any rise in quota. 

Individual farmers in some 
mountain areas could win 
quota rises of more than 10 
per cent. The Commission 
believes mountain areas 
need quota increases 
because lowland farmers 
have more opportunities for 
diversification. 

The changes suggested to 
the July proposals are 
thought unlikely to change 
the overall cost of the pack- 
age. 


Carmakers pressed to 
reduce CO. emissions 


By Michael Smith 

Chief executives of European 
car companies are under 
intense pressure to agree 
this week to a voluntary cut 
In carbon dioxide emissions, 
after indications that failure 
wffl lead to tbe imposition of 
binding targets. 

European nations have 
told the car companies they 
expect a response to their 
call for voluntary curbs on 
Wednesday, when the chief 
executives gather at the 
Geneva motor sbow for a 
regular quarterly meeting. 

They dismissed an offer 
from the car companies last 
year as inadequate. 

The European parliament 
is pressing for even tougher 
action and the European 
Commission, the EU execu- 
tive, is thought to be ready 
to drew up mandatory pro- 
posals If the car companies 
foil to agree a cut. 


One car company execu- 
tive said reaching unanimity 
would be difficult among 
chief executives with widely 
differing products and aims, 
but said: “There is a reason- 
able chance we will do it We 
must accept there will be 
legislation otherwise." 

EU countries believe car 
companies should play a 
leading role in helping meet 
targets for cutting carbon 
dioxide emissions agreed at 
an international conference 
on global wanning in Kyoto. 
Japan, last year. 

Last summer the compa- 
nies. grouped in the Euro- 
pean Automobile Manufac- 
turers' Association (Acea), 
offered to cut emissions to 
an average of 155 grains of 
carbon dioxide per kilometre 
in new cars by the year 2005. 
Tins compares with a 1985 
average of 17igm. EU 
nations said they wanted a 
target of l20gm and asked 


the Commission to report 
back on the industry's 
response by a meeting of 
environment ministers on 
March 23. 

Car makers say a target at 
that level would force some 
companies out of business. 

They are already facing a 
bill of billions of dollars to 
cut emissions of pollutants 
under the EU’s so-called 
“auto-oil" programme to cut 
exhaust pollutants. 

Camille Blum, secretary 
general of Acea. said car 
companies had to avoid 
being placed at a competi- 
tive disadvantage to rivals 
from outside Europe. 

At least some of tbe com- 
panies believe however that 
there is scope to make an 
improved offer to the EU, 
because Kyoto's target dates 
start in 2008. “It changes the 
time-frame and gives us lon- 
ger to plan,” said one execu- 
tive. 


Almost everyone is a winner 
in the Emu numbers game 

Blit can the achievements behind the European monetary 
convergence figures be kept up? Wolfgang Mtinchau reports 

w; 


hen the deficits and 
debts of the EU mem- 
ber states popped up 
on computer screens last Fri- 
day. they stirred memories 
of international contests of 
another kind. Luxembourg 
came top; Ireland was sec- 
ond; Greece sloped in last It 
was like Europe’s Eurovision 
song contest 

The unveiling of the fig- 
ures' may have been tbe 
high-water mark of Europe's 
fixation with numbers for 
deficits and debts, measured 
as ratios to gross domestic 
product The economic data 
showed 14 out of 15 coun- 
tries - all but Greece - ful- 
filled the main condition' a 
1997 deficit-to-GUP ratio of 3 
per cent or less. 

But the question has now 
become whether the achieve- 
ments behind the economic 
data will be sustainable. 
Economists at the European 
Commission and the Euro- 
pean Monetary Institute 
(Emi), forerunner or the new 
central bank, will be spend- 
ing the next four weeks ana- 
lysing the data. On March 
25. they will publish their 
convergence reports, inde- 
pendently of one another. 

Already, German Euro- 
sceptics are lining up to 
attack- They allege that 
some of the figures pub- 
lished last week were subject 
to creative accounting. 
Erwin Huber. Bavarian 
finance minister, called fear a 
“very strict" examination of 
the data, warning that his 
government would “not 
accept any tricks”. 


DIW, the Berlin-based eco- 
nomic institute, challenged 
Germany’s data specifically. 
Friederike Spieker, econo- 
mist at DIW. said the 2.7 per 
cent figures published by the 
federal statistics office on 
Friday did not make sense. 
Her own calculations point 
to a 3-3 per cent deficit. The 
criticism was rejected. 

The Emi and tbe Commis- 
sion will assess how each 
country has managed eco- 
nomic convergence during 
tbe 1990s: how it has Eared in 
meeting the Maastricht Trea- 
ty's five convergence criteria 
on deficits, debts, inflation, 
long-term interest rates and 
exchange rates; and whether 
the performance will be sus- 
tainable in the short and 
medium term. 

E U central banking offi- 
cials say the reports will 
be no whitewash. 
Almost certainly, they will 
make critical remarks about 
convergence efforts by Italy. 
France and Germany. But 
they are expected to stop 
short of outright condemna- 
tion. They will not state 
bluntly that one particular 
country's debt reduction pro- 
gramme is unsustainable. At 
worst, they may question it. 
or emphasise the conditions 
under which they might suc- 
ceed or fail. 

They will no doubt note 
that Italy and France only 
scraped through in their 1997 
data because their govern- 
ment took one-off measures: 
a repayable Euro-tax in 
Italy’s case and tbe contro- 


versial inclusion of a one-off 
transfer of France Telecom's 
pension fund to public-sector 
accounts. 

Even with these measures, 
France managed a pin-point 
landing - with a published 
defictt-to-GDP ratio of 3.02 
per cent meeting the Maas- 
tricht condition - only with 
the help of rounding-up 
rules. 

The Emi report could be 
more pronounced in its judg- 
ments. insiders say. while 
the Commission's wilt be 
bigger in scope and sheer 
size. The Emi report will 
have to be endorsed by its 
council, consisting of EU 
central bankers. A dissent- 
ing minority is possible but 
not expected at this stage. 

On March 27, the Bundes- 
bank will publish its own 
separate findings, to include 
a country-by-country analy- 
sis. It is unlikely to differ 
from the Emi report in its 
main conclusions, though 
different nuances may occur. 

In contrast to lost week's 
data, which judged compli- 
ance with the Maastricht cri- 
teria on a quantitative scale, 
the various reports due out 
later this month will add a 
qualitative element. 

They will be written so as 
to give proponents and oppo- 
nents of the euro sufficient 
ammunition for their respec- 
tive causes. But given the 
inherent uncertainty sur- 
rounding any economic 
argument, they will not set- 
tle the score. 
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NEWS DIGEST 

EUROPEAN CENTRAL BANK 


No third candidate sought 
for ECB presidency 

Germany and France are not seeking a third candidate as 
a way out of the Impasse over the post of president of the 
proposed European Central Bank, it emerged yesterday. 

Government officials in Bonn yesterday refused to com- 
ment on a report in today's Focus magazine that Helmut 
Kohl. Germany's chancellor, and Jacques Chirac, the 
French president, had agreed a compromise plan to 
resolve the rival candidacies for the ECB job of Wim Dute- 
enberg, the head of the European Monetary institute, and 
Jean -Clauds Trichet, governor of the Bank of France. 

Focus cried "Bonn coalition sources" as saying France 
would provide the vice president of the ECB and have the 
right to nominate the president after the first eight-year 
term. Mr Du teen Derg, the former head of the Dutch central 
bank, would continue to be candidate for the first ECB 
presidency- Proposals for a "time share" by which Mr 
Duisenberg would serve half a term and hand over to Mr 
Trichet after four years ware no longer under discussion, 
the magazine added. 

Speculation about a possible deal mounted after Thao 
Wakjel, German finance minister, said on Friday that he 
expected a settlement of the dispute by May. Mr Weigel 
said he knew how the problem could be solved but firmly 
refused to give any details. Peter Norman, Bonn 

RUSSIAN RESHUFFLE 

Cabinet factions intact 

Boris Yeltsin, the Russian president, sacked three minis- 
ters last weekend in a reshuffle that left the two main 
wings of his administration Intact. 

Mr Yeltsin's dismissals did not touch the reformist wing 
of the government, led by Anatoly Chubais and Boris 
Nemtsov, deputy prime ministers, or the more conservative 
faction, led by Victor Chernomyrdin, prime minister. 

Valery Serov, deputy prime minister in charge of rela- 
tions with the former Soviet republics, Nikolai Tsakh, the 
ministar of transport, and Vladimir Kinetyov , the minister of 
education, were relieved of their posts on Saturday. 

• Russia's central bank late last week announced a 3 
percentage point cut in its refinancing rate, bringing it 
down to 36 per cent The decision suggests the central 
bank believes a crisis in confidence in the rouble earlier 
this year, which pushed up the interest rate to 42 per cent, 
is gradually receding. The decrease will come into effect 
today. Charles Clover and Cftrystia Freeland, Moscow 

ROMANIA 


Talks with IMF break up 

The Romanian government and the International Monetary 
Fund have broken up talks on the government's reform 
plans without agreement The IMF is reviewing government 
policy before deckling whether to release the third tranche 
of its $41 Om standby loan, but the two sides appear far 
apart on key issues. 

John Hill, the IMF representative in Bucharest, said 
there was no fixed date for the talks to resume. “When 
they come back with more details of their plans, we'll meet 
them again." Mr Hill said the government needed to do 
more work on plans for restructuring industry and reducing 
the budget deficit. 

The government and the IMF are agreed on the need to 
bring the 1998 budget deficit down to 3.6 per cent of 
GDP, but differ on whether this will be possible, given the 
government's present spending and revenue plans. The 
IMF team's departure is widely seen as a blow to the 
prime minister, Victor Clorbea. Anatol Ueven, Bucharest 


SPAIN 

Tourism boosts surplus 

Record earnings from tourism enabled Spain to Increase 
the surplus on the current account of its balance of pay- 
ments last year by 70 per cent to Pta380.8bn ($2.48bn), 
according to Bank of Spain figures. 

Net tourism receipts climbed to Pta3,262bn from 
Pta2.88lbn. This more than offset a 4 per cent widening in 
the trade gap to Ptal .961 bn compared with Ptal ,886bn In 
1996. The trend in the trade balance was affected by a 
sharp 20 per cent rise in December imports. Over the year, 
imports rose by 1 6 per cent, white exports expanded by 
18 per cent. David White, Madrid 


DANUBE DAM 


Slovakia, Hungary sign deal 

Slovakia and Hungary have taken a first step towards 
resolving a long-standing dispute over a $600m-$1bn dam 
which would help boost the two countries' power supplies. 

Late last week delegations from the two countries 
signed a framework agreement to locale the dam at Nagy- 
maros or Plllsmarot. in Hungary, 60km from Budapest. 

The project became a focus for opponents of commu- 
nism in the late 1980s, largely because of concerns about 
the environment. An original agreement was signed 
between Hungary and the then Czechoslovakia in 1077, 
but Hungary later pulled out K ester Eddy, Budapest 


Electricity companies ‘not ready’ 
for EU deregulation next year 


By Andrew Taylor, 

Utilities Correspondent 

Electricity companies are far 
from ready to respond to the 
i mmin ent deregulation of 
the EU's $l75bn power 
industry, according to a sur- 
vey of 400 senior executives- 

Only 2 6 per cent of suppli- 
ers said they were well pre- 
pared to meet the challenge 
when the phased opening of 
the electricity markets 
begins on February 19 1999, 
according to Price Water- 
house accountants. 

Companies expressed con- 
cerns over the complexity 
and cost of developing com- 
puter systems to allow cus- 
tomers to switch suppliers 
easily . There was also a 
belief that “not enough prog- 


ress has been made towards 
the establishment of electric- 
ity trading arrangements’'. 

“As a consequence, many 
electricity executives, partic- 
ularly in Austria, Germany 
and the Netherlands, believe 
that their governments are 
moving too quickly in imple- 
menting the [EU] directive." 
said Price Waterhouse. 

Difficulties in developing 
computerised billing systems 
has already led the UK elec- 
tricity regulator. Offer, to 
delay the target date for the 
introduction of domestic 
competition in Britain from 
April to September this year. 

The cost of establishing 
this competition has been 
estimated at £560m ($935m). 
about S25 for each customer, 
said tbe accountants. 


They said the proportion 
of EU electricity executives 
reporting that their company 
was well prepared for 
deregulation had fallen from 
35 per cent two years ago to 
26 per cent. 

More than 60 per cent of 
respondents said full cus- 
tomer choice would not be 
available in their domestic 
market for at least the next 
5-10 years. Larger industrial 
and commercial customers 
would find it easier to shop 
around internationally. 

Executives expressed seri- 
ous reservations about dif- 
ferent rates of progress in 
liberalising markets by 
member countries, which 
they said could lead to 
unfair cross-border competi- 
tion . 


There have been concerns 
that French arrangements, 
which might allow a single 
buyer to purchase electricity 
from rival suppliers on 
behalf of customers, could 
entrench the position of 
Electricite de France (EdF), 
the state-owned utility. 

Smaller regional electric- 
ity suppliers in Austria, Den- 
mark and the Netherlands 
also are worried about 
potential cross-border com- 
petition from larger regional 
and national suppliers. 

Some 53 per cent of execu- 
tives expected their main 
competition to come from 
foreign utilities whtle two 
thirds of suppliers said they 
planned to expand activities 
“into other member or 
neighbour! tic states". 
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China 

banks 

bonds 

By ■tomes Kynge « Be$ng 


ASIA-PACIFIC 




to help | Tokyo chamber plans to star 

with 


issue 




China has announced that it 
™ issue Yn270bn (S3£5bn) 
m special bonds" to recapj- 
"tehse state banks, a measure 
which appeared designed, to 
avmt the threat of a finan- 
cial crisis. 

The proceeds from the 
issue, which exceeds the 
Yn264bn which the govern- 
ment had planned for the 
whole 2997 year, are to be 
added free of interest to the 
capital of China’s “big four" 
banks. 

This will allow the banks, 
believed to be technically 
insolvent hut which handle 
80 per cent of the country’s 
banking business, to write 
off significant amounts of 
bad debts and eventually 
attain a capital adequacy 
ratio of 8 per cent - the min- 
imum stipulated by the 
Bank for International Set- 
tlements (BIS). 

Attaining BIS standards 
would help the “big four” - 
the Bank of China, the Con- 
struction Bank of China, the 
Industrial and Commercial 
B ank of China and the Agri- 
cultural Bank of China - in 
their overseas expansion 
plans, economists said. 
Banks which do not meet 
BIS requirements can find it 
difficult to obtain licences 
overseas. 

An announcement of the 
“special bond” issue by the 
standing committee erf Chi- 
na’s parliament, the 
National People's Congress 
{NPC}. did not say when the 
bonds would be issued. It 
was likely that they would 
will be purchased by smaller 
banks, non-hank ' financial 
institutions and China's suc- 


cessful state companies, 
economists said. 

Diplomats said announce- 
ment of the scheme 
suggested that the reforming 
mission of Zhu Rongji, the 
current vice-premier in 
charge of the economy, who 
is expected to be elevated to 
the post of premier during 
the NPC session, remains 
intact. The NPC session 
starts on Thursday. 

The action of writing off 
bad or problem debts, which 
account for 20-25 per cent of 
the loan portfolios of the 
“big four”, will also free up 
funds for new lending. 

Economists said the focus 
of any new lending mig h t he 
infrastructure projects, such 
as roads and railways, with 
which the government might 
try to reinvigorate a slowing 
economy. 

Chen Jinhna, minister of 
the State Planning Commis- 
sion, said last month that 
China's total fixed asset 
investment over the next 
three years would amount to 
$96Sbn. 

Infrastructure investment 
might make up around 30 
per cent of this, officials esti- 
mated. 

The relatively low level erf 
outstanding domestic bond 
debt - at Yn490hn or just 
under 7 per cent of gross 
domestic product - meant 
that fThina could accommo- 
date the new special issue, 
economists said. 

The banks wrote off 
Yn30bn in bad debts last 
year and had planned to 
write off Yn50bn this year, 
and YnTObn in each of the 
following two years. Ft was 
not dear if this programme 
would now be accelerated. 


NEWSDIGEST 

INDIAN ELECTION 




Exit polls Offer conflicting 
results as count begins 

Exit polks in Incfia’s general election have given sharply 
contacting results - leaving the outcome still unclear as 
official counting begins today. Doordamhan, India’s stale 
television charms), predicts that the right-wing ^findu Bhar- 
atiya Janata party (BJF) and its affles wffl win about 244 
seats - putting it In a commancfing position to lead the 
next government. 

According to the Doordarshan pofi, conducted by Devel- 
opment and Research Services, there was a 10 per cent 
swing to the BJP. tt predicts that Congress mid its allies 
Wffl win about 140 seats, arid the United Front of smaller 
parties 118 seats. 

However, TVl, a private television channel, pubfished a 
rival exit poll teffing the opposite story. Conducted by mar- 
ket research company ORGhMARQ. the poll suggests the 
BJP front w® win only about 208 seats. The TVl poll pre- 
dicts big gains for Congress and its affles, boosted by 
Sonia Gandhi’s campaigning, with up to about 171 seals, 
and 140 seats tar toe United Front, It suggests that Con- 
fess could even overtake the BJP as the country's big- 
gest single party. If the TVl poll Is accurate Congress wffl 
be in pole position to toad the next government in coalition 
with some members of the United Front Both pods claim 
a margin of error of 5 to 10 seats. The confflefing out- 
comes demonstrate the difficulty of predicting the out- 
come of a tight race in a country with more than 600m 
voters, 4.200 recognised communities and 1,852 different 
dialects. Krishna Guha, Bombay 

ASEAN MEETING 


Currencies plan endorsed 

Finance ministers of the nine members of the Association 
of South East Asian Nations (Asean) agreed at the week- 
end to pr omote region® trade by using regional currencies 
instead of the US dollar for payments. 

The ministers and deputy ministers agreed m Jakarta to 
endorse trilateral payments arrangements, as proposed 
earlier this month, which would aBow two traeSng partners 
to funnel payments through the central banks and only -pay 
SedifenSSe In trade flows in US rioters. 
the effect of -the collapse of regional currencies on regional 

* r ^Slng a pore. the pw *‘P p * ne *^^ lasho^ as 

aoreed to set up similar arrangements with each other as 

soon as posafote. Malaysia and Thailand had already 
experimented with ihfe mode of payment. 
^sSTmambere. however, backed away ^ 
powers to publicise economic data 
LLaTwhteh Is to gather comparable economic data on 

i^^TSwonyinawnds. S—™-"-' Ja,tarta 


PHILIPPINE AID 


New law to boost financing 

-ranq this year Mowing amendment of a 
• ncm ? fnreian contractors m foreign- 


now has authority to waive or 
modify the ^ donore. The secre- 

ofOC* donora and 

would compa- 

- nJss and fovolved In project StucSes 

gave priority » 

and of sup- 

- suppliers id donors threatened to 

pU«5 against accepted 

^-withdraw jjwcfing. The KeLbI donors 
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market 


By Mtebfyo NakamaSn in Tokyo 

The Tokyo Chamber of 
Commerce is planning to 
start a market for mergers 
and acquisitions in a bid to 
help a growing number of 
Japanese companies looking 
for buyers. 

The chamber's M&A mar- 
ket begins next month. It 
aims to act as a matchmaker 
between the fnrrpggfag num- 
ber of small medium- 
sized companies hoping to 
sell their businesses, and 
fin an c ial institutions special- 
ising in M&A activities. 

The Tokyo chamber's deci- 


sion follows the setting up of 
a similar market by the 
Osaka Chamber of Com- 
merce last April. It high- 
lights the growing need for 
corporate matchmaking, 
because the economic slow- 
down has put pressure on 
small and medium-sized 
companies facing difficulty 
finding a successor. 

Japanese companies have 
traditionally been averse to 
being acquired, which is con- 
sidered a s ham eful admis- 
sion of failure. Unlike in the 
west, where successful entre- 
preneurs are often keen to 
sell their businesses at a 


high price, seeking a buyer 
for a business in Japan spurs 
speculation the business is 
in difficulty. 

Small and medium-sized 
companies are increasingly 
facing succession problems 
that have forced owners to 
seOk buyers or to dose. The 
Tokyo chamber says 90 per 
cent of companies coming 
for advice on how to sell 
their business do so because 
erf a succession problem. 

Small business owners 
have difficulty finding buy- 
ers because they “cant go to 
their banks because they 
could have their credit cut 


off. They can’t let anyone 
know because It could lead 
business partners to stop 
dealing with them or create, 
uncertainty among employ- 
ees,” notes Masaakl Kana- 
zawa at the Tokyo c ha mb er’s 
Venture Support Centre. 

Companies seeking buyers 
extend across a wide range 
of industries from manufac- 
turing to services, according 
to the chamber of commerce. 
The poor economic outlook 
had spurred business own- 
ers, by fuelling concerns 
that unless the business 
could be sold soon, it might 
face closure in the worsen- 


ing business environment. 

In the M&A market set up 
by the Osaka and Tokyo 
chambers, banks, securities 
companies and those special- 
ising in M&A sign up to 
become dealers for owners 
seeking to sen or prospective 
buyers. Information is 
exchanged, though names of 
the companies for sale are 
not initially revealed. 

While an increasing num- 
ber of businesses are for 
sale, many small »nri medi- 
um-sized companies are 
seeking to buy businesses to 
expand into new fields, says 
an official at the Osaka 


chamber. M&A activity is 
expected to speed up among 
smaller companies as 
deregulation Introduces 
greater competition into 
Ja pan’ s markets. 

In 1995 and 1996, 1,190 
cases were reported of merg- 
ers and acquisitions involv- 
ing Japanese companies, vat 
ued at Y2,476tm ($19-4bn). Of 
those, 634, or 55 per cent, 
were Japanese companies 
merging with or acquiring 
other Japanese companies 
and 100 (8 per cent) were for- 
eign buying Japa- 

nese companies, the Osaka 
chamber says. 


Backing for Singapore’s cautious budget 


By SheBa McHotty hi Singapore 

Economists have broadly 
endorsed Singapore's budget 
for selectively addressing 
weaknesses in the economy, 
brought about by the 
regional downturn and 
finaptria) crisis. 

The budget, which Richard 
Hu, finance minister, 
unveiled late on Friday, 
aims for a budget surplus of 
S$2.7bn (US$L6bn) this year, 
despite government expecta- 
tions that the regional crisis 
will slow growth to between 


2J> per cent and 4 JS per cent 
from 7.8 per cent last year. 

Although that is one of the 
smallest surpluses in recent 
years, it gives Singapore 
room to manoeuvre if the 
economic situation in neigh- 
bouring countries deterio- 
rate. Mr Hu noted the impact 
of the regional crisis was 
unclear and the authorities 
might need to take further 
steps as it unfolded. 

Economists said the bud- 
get reflected Singapore’s 
confidence in its underlying 
strengths as it maintained 


the ec onom ic tine the city 
state had adopted prior to 
the Asian crisis. 

The budget includes a 25 
per cent increase to S$n.7bn 
in new development spend- 
ing, targeted at long-term 
objectives such as promoting 
education, defence and eco- 
nomic infrastructure. Mr Hu 
also announced a series of 
measures to boost the finan- 
cial sector as part of a larger 
effort to make Singapore an 
international ffrumrial cen- 
tre. Last week, the authori- 
ties announced more than 


triple the amount of govern- 
ment tends would be farmed 
out to private sector manag- 
ers over the next three 
years. Mr Hu added further 
incentives, including tax 
exemption for fund manag- 
ers with at least S$Sbn. of 
non-resident funds, as well 
as no tax on disposal gains 
from unit trusts, and tax 
breaks for the bond market 
Addressing immediat e con- 
cerns, the budget provides 
support to the property sec- 
tor by releasing for sale this 
year only about half the land 


originally planned, as well 
as rebates for commercial 
and industrial properties, 
and tax breaks for land 
under development 

Mr Hn unveiled tax breaks 
for the port, which is expec- 
ted to be hit by a slowdown 
in regional trade. Foreign 
shipowners or charterers 
will not have to pay tax on 
income from picking up 
domestic cargoes. The bud- 
get also provides tax incen- 
tives to make Singapore an 
Internet trading centre. 

But the authorities are 


dearly unwflhngto shoulder 
the entire burden and expect 
the private sector to contrib- 
ute. The budget does not 
include an anticipated cut in 
corporation tax and only 
provides individuals a five 
per cent income tax rebate, 
half that of last year. It 
encourages prudence, by 
raising interest on certain 
savings accounts, as well as 
elimina ting for two years the 
annual limi ts for hanks * tax- 
deducfible provisions. 

Observer, Page 19 


G 1:T YOUR MIND 
WORKING WITH 

PARIBAS 



Two elephants are sitting on a log. 

The little elephant is the big elephant s son, 

but the big elephant 

is not the little elephant s Father. 

How is this possible? 






fis-i 

* If you are not my father, 
I wonder who is?” 



fiS-2 

" The bigger question is: 
w ho am I?" 



PARIBAS 
A FORCE IN 
GLOBAL 
CORPORATE 
BANKING 

Total assets 
US $290 billion 

Net worth 
US $ 12 billion 

70% of revenues 
generated 
outside France 


SIZE IS MISLEADING 

The question above demonstrates how language and prejudice can make us leap to conclusions. 
Corporate banking is particularly rife with misconceptions. 

Few realize, for example, that Paribas with total assets of over US $290 billion is one of the top 
three banks in commodities and trade Finance and a major player in media where it ranks N°2 in Europe. 

More than the two thirds of our business activity is concentrated in high added-vaiue structured 
financing and in growth sectors such as Projects, Export, Aerospace and Healthcare. 

Yet to some people who view banking from a distance, a more familiar name somehow just sounds 
bigger. And often for no reason at all. 

Which brings us back to that log and those elephants and the moral of this story which is 
“never assume”. 

We assume that because we say “big elephant” it must be male. In fact, the big elephant is the 
little elephants mother. http.V/wwvv.poribcsxxjm 
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TO SUSTAIN LIFE OUT HERE, THERE ARE 


A FEW THINGS YOU MIGHT WANT TO CONSIDER 


For application development, testing and management, tour oui of live of the world’s 

largest corporations rely on Compuuare. People and software for business applications. 


COMPCIWARE 

What do you need most? 


ice axe. 


Safety rope. 


Warmth. 


Glacier glasses. 


WORLD TRADE 


ANT I TRUST RULES DEVELOP ED NATIONS .'AIM - JO STRENGTH_EN _C0MPETrT10N LAWS . IN ORDER TO PREVENT PRICE-FIXING 

OECD set to step up attack on cartels 


In Wasflfrgt on 


OECD ministers are 
expected tx> agree in May to 
strengthen competition laws 
and cooperate more closely 
In fighting international 
price- and market-firing car- 
tels. 

Antitrust officials from the 
leading developed nations 
who met recently have 
agreed to forward a package 
to May's ministerial meeting 
aimed at enforcing national 
competition laws against 
hard-core cartels, according 
to Joel Klein. US assistant 
attorney general in charge of 


the Judiciary Department’s 
antitrust division. 

The proposed recommen- 
dation will encourage mem- 
ber countries “to enter into 
mutual assistance agree- 
ments that would permit the 
sharing of evidence with for- 
eign antitrust authorities, to 
the extent permitted by 
national laws, and would 
encourage members to take 
another look at provisions in 
their laws that stand in the 
way or these co-operative 
efforts." Mr Klein said. 

He was optimistic there 
was widespread support 
among member countries of 
the Organisation for Eco- 


nomic Co-operation and 
Development, as competition 
regulators were beaming 
increasingly concerned 
about the impact of interna- 
tional and global cartels. 

In the past IS months, the 
US has imposed more than 
5300m in fines on corpora- 
tions or their US subsidiaries 
for price-fixing and other 
anticompetitive practices, 
ranging hum the flOQm fine 
on Archer Daniels Midland, 
for its part in a food and feed 
additives cartel, to $10m 
fines on the US arms of Jap- 
anese companies involved in 
a lysine carteL All but three 
of 13 cases where lines of 


$lom or more have been 
imposed have involved inter- 
national rather than purely 
US malpractice, Mr Klein 
told the Senate judiciary 
committee last week. 

In many cases, “key docu- 
ments and witnesses are 
located abroad - out of the 
reach of US subpoena power 
and search and seizure 
authority. In such cases, 
national boundaries may 
present the biggest hurdle to 
the successful prosecutions 
of cartels” whose suspect 
turnover is often worth more 
than $100m and sometimes 
more than $lbn a year. 

International co-operation 


in an increasing global mar- 
ket was thus crucial, he said, 
even though concerns over 
national sovereignty meant 
that “navigating these 
waters will not be easy'*. 

"Positive comity” agree- 
ments between different 
nations' anti-trust authori- 
ties, of the type the US 
already has with the Euro- 
pean Union and Canada, 
were an important way for- 
ward. Under such deals, “the 
antitrust agency of one 
country makes a preliminary 
determination that there are 
reasonable grounds for an 
antitrust Investigation, typi- 
cally In a case in which the 


corporation appears to have 
been denied access to the 
markets of another country. 

“it then refers the matter 
to the competition authority 
whose home markets are 
most directly affected. After 
consultation, the referring 
country can accept fire con- 
clusions. seek to modify 
them or pursue its own 
action.” That maximised the 
chances of success by pro- 
riding “a sensible, system- 
atic approach to tact-gather- 
ing, reporting and bilateral 
consultation among competi- 
tion authorities." he argued. 


Rdes for the regulators. Page 19 


Hopewell 
on attack 
over Thai 
project 

By John Ridding m Hong Kong 

Hopewell Holdings, the Hong 
Kong property and infra- 
structure group, yesterday 
accused the Thai govern- 
ment of confiscating a con- 
cession to build a Bangkok 
road and rail project and 
warned It would seek com- 
pensation for its $600m 
investment in the scheme. 

“Hopewell Thailand and 
its legal advisers are consid- 
ering whether this termina- 
tion is a confiscation that 
would require compensation 
being paid under clause 29 of 
the agreement.” the com- 
pany said. 

The announcement is the 
latest move In an increas- 
ingly bitter and protracted 
dispute. In October last year, 
the Thai government said it 
would scrap the contract for 
the $3.7bn project, citing 
delays and lack of progress 
in construction. Only about 
20 par cent of the project has 
been completed. 

Collapse of the Bangkok 
property market undermined 
the profitability of the origi- 
nal scheme to develop sites 
alongside the route. Despite 


Sir Gordon Win not too concerned by Hopewell downgrade. Reuters 


lengthy negotiations, the 
two sides failed to agree on a 
revision of fares and the 
length of the concession. 

Yesterday's announcement 
follows an order from the 
Thai government barring 
Hopewell from the land 
involved in the project. The 
letter containing the order, 
which was received by Hope- 
well last week, also said the 
Thai government retained 
the right to claim damages 
from Hopewell Thailand. 

“Hopewell Thailand is now 
taking steps to prepare to 
remove the plant and equip- 
ment from the concession 
area.” the Hong Kong com- 
pany said. 

Citing clause 29, signed in 
1990, Hopewell said: “In the 


event that the government 
requires that the system or 
the concession area be con- 
fiscated or otherwise expro- 
priated this agreement shall 
then terminate and in such 
event the company shall be 
compensated for damage by 
the governmental party." 

Hopewell has already 
announced provision of 
5647m against the project’s 
collapse. Last month, the 
company had its debt rating 
downgraded to below invest- 
ment grade by Standard & 
Poor’s, the US credit rating 
agency. Sir Gordon Wu, 
chairman, said he was not 
over-concerned by the down- 
grade, saying it reflected, the 
downturn in Asian economic 
prospects. 


EU planning retaliation 
over Czech apple quota 


By Robert Anderson to Prague 
and Mcfiael Smith hi Brussels 

The European Union is 
preparing to retaliate 
against the Czech Republic 
for imposing a quota that 
directly targets EU apple 
growers. 

The EU has agreed on the 
need to retaliate and the 
European Commission has 
put together a target list of 
agricultural products to be 
discussed with member 
states this month. “We are 
trying to make a commensu- 
rate response,” an official 
said. 

The dispute is politically 
sensitive because the Czech 
Republic is due to start nego- 
tiations next month to join 
the EU early in the new mil- 
lennium. An official said: 
“When the Czechs are trying 
to join the EU it is rather 
surprising to have measures 
imposed that are directed 
solely at us.” 

The Czechs have imposed 
a quota of 24,000 tonnes and 
levied a 95 per cent duty on 
apple imports above that 
level, arguing that EU 
exports were subsidised and 
hurt domestic growers. 

Last year EU exports to 
the Czech Republic were 
double that figure and have 
grown to represent hall 


the country's consumption. 

The Commission has 
rejected Czech claims that 
the EU subsidises apple 
exports and said that EU 
apples sell at a higher price 
than those grown indige- 
nously, but are preferred 
because they are of higher 
quality. 

The Commission also 
denied that it had placed 
obstacles in the way of 
Czech apple exports to the 
EU and said it had offered to 
try to help the Czechs 
improve the quality of their 
apples. 

Last month. Johannes ter 
Haar. head of the European 
delegation to the Czech 
Republic, criticised the 
quota as anti-competitive 
and discriminatory. He also 
said the imposition or tariffs 
would work against apple 
growers in both t be EU and 
the Czech Republic. Czech 
growers could suffer if they 
do not restructure and 
improve their industry, Mr 
ter Haar said. 

Talks on the issue began 
last summer and the EU now 
believes further negotiations 
would not be constructive. 
Under an association agree- 
ment the Czech Republic 
exports a range of agricul- 
tural products including pig- 
meat and poultry to the EU 


at a concessionary level of 
duties. The Commission is 
currently reviewing these 
arrangements. 

The Czech government 
argues that the dispute 
should instead be referred to 
the Association Council 
between the EU and associ- 
ated countries and that if an 
agreement was not reached 
there, the parties should 
resort to arbitration. 

Antonin Kalina, deputy 
agriculture mini ster, said: 
“The Czech Republic would 
consider retaliation a breach 
of the spirit and text of the 
Association Agreement. No 
evidence has been put on the 
table that the situation is so 
urgent that it requires this 
procedure.” 

In the Czech Republic the 
state of the domestic apple 
sector has become politically 
sensitive in the run-up to 
elections in June. 

The agriculture ministry is 
controlled by Josef Lux. the 
leader of the largely rural- 
based Christian Democrats, 
which plays a role out of all 
proportion to its size. Sup- 
port for his party has been 
falling recently and fanners* 
groups have criticised Mr 
Lux for spending too much 
time on political machina- 
tions. 


Danish utility 
eyes Dutch 
mobile phones 


By Gordon Cramb in Amsterdam 

The Netherlands is to gain a 
surprise fifth entrant to the 
national market for mobile 
telephony. Tele Danmark, 
the privatised Danish utility, 
plans to stitch together a 
network from a batch of 
fragmented frequencies it 
bought at a government auc- 
tion In The Hague last week. 

This will pit it against the 
country's two existing ser- 
vices and two further groups 
which last Thursday won a 
hotly contested bidding pro- 
cess for official nationwide 
licences. 

The Copenhagen company 
maintains it has stolen a 
march on bigger European 
Union counterparts by pay- 
ing only FI 194m <$95m). less 
than a third of the amount 
offered by the highest bid- 
der. 

Fed era, a consortium link- 
ing Deutsche Telekom and 
France Telecom with the 
local Rabobank and ABN 
Amro banking groups, bid 
FI 600m for its national fran- 
chise. The other goes to Tel- 
fort, a joint venture between 
BT of the UK and NS. the 
state railway operator, 
which offered FI 545m. 

They will join battle with 
PTT Telecom - due to be 
split off from KPN. the par- 
tially privatised posts and 
telecoms company - and 
Libertel. in which Vodafone 
of the UK this year took con- 
trol. 

KPN and Libertel were 
excluded from bidding for 
the national licences. But 
they fought off a govern- 
ment attempt to charge 
them retroactively for the 
entitlement to operate their 
current services. The sale 
was delayed by several 
months as injunctions were 
heard and laws rewritten, 
prompting criticism from the 
European Commission. 

In the end, the sale of 16 
frequencies went to 137 
rounds and took two weeks 
of shuttling among rooms in 
a hotel in The Hague. Pro- 
ceeds totalled nearly 


FllJMbn. The two national 
licences each provide capac- 
ity of 15 megaHertz on the 
new DCS-1800 band plus 5 
MHz of GSM frequencies. 

The Danish company won 
DCS-1800 capacity approach- 
ing 12 MHz. It recently 
parted with the BTT-NS com- 
bine. with which it had 
planned a joint entry to the 
Dutch mobile market 

“We could not agree on 
terms,” said Alex Wfirtz, 
Tele Danmark project direc- 
tor. adding that no signifi- 
cant obstacles stood in the 
way of its plans for a rival 
service. “We have had 
people working on the 
ground since July last year.” 

Telfort is already one of 
two competitors to KPN. 
offering its own fixed-line 
infrastructure. The other is 
EnerTel. a grouping of 
Dutch energy and cable tele- 
vision companies, which did 
not feature in the mobile 
auction after falling out with 
intended partners. 

But EnerTel is now under- 
stood to be in talks with Fed- 
era aimed at a cooperation 
accord. 

Others which bought 
smaller packages of frequen- 
cies at the auction included 
KPN, Libertel and Telfort. as 
well as Orange, which was 
acting in conjunction with 
Germany’s Veba. Orange/ 
Veba was the underbidder 
among three which were 
finally in the race for the 
national licences. 

“Sceptics were saying that 
by putting so much fre- 
quency on the market, there 
would not be enough com- 
petitive tension." said an 
SBC Warburg official “The 
objective was to ensure a 
fair distribution.” 

Telfort said it could begin 
mobile services by the end of 
the year and would integrate 
these with its fixed-line 
operations so that customers 
would need to have only one 
telephone number. The 
Netherlands has some 2m 
mobile phone users, proj- 
ected to double within two 
years. 
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JffL P?*:, . jjjg RgA fRS NEEDED TO MEET NEW UN SALES TARGET 

Baghdad ‘needs oil investors’ 


By Route KftaJaf in Baghdad 


Iraq needs several hundre* 
million dollars to rehabili 
to oil industry, Am& 
Raslud, oil minister, said a 
tns weekend. 

Without such investmen 
haq. will be unable to pro 
once enough oil to achiew 
$5.2bn in oil sales allows 

CTery six months by flu 
United Nations Security 
Comma under the new oil 
far-food deal 


Mr Rashid said Iraq could 
pomp only up to $4hn in ofl 
-v-y six mouths because of 
the recent drop in oD prices 
and the lack of equipment 
materia] and spare parts, 
including chemicals and oil 
extraction treatment prod- 
ucts. “We cannot reach even 
the $4bn level without 
upgrades and spare parts,’* 
he said. 


The Security Council has 
approved the increase in the 
oiWor-food programme from 
the $2bn Iraq is now allowed 
to sell every six to 

buy food and medicine. It is 
to send a team of experts to 
study the oil industry's 
needs. Now the price of Iraqi 
crude has fallen to $11.5 a 
barrel, Mr Rashid said 


exports would have to reach 
2.65m barrels a day (b/d) to 



achieve the $5.2bn sales 
allowed. The current produo- 

.tion capacity is 2L3m b/d. 

But if the UN were to 
agree to Iraqi demands for 
spare parts and equipment 
production capacity would 
reach 2.65m b/d within about 
two months, rising to 3m b/d 
in another three months and 
up to the 3.5m b/d pre-Gulf 
war level within a year. 

“We have emphasised we 
cannot export quantities 
more than $4bn every six 
months because of the. pro- 
duction limitations and the 
deterioration of prices. ** said 
Mr Rashid. 

On Saturday, Mr Rashid 


Unscom chief takes tough line on arms inspections 


Richard Butler, me hast of me 
UN's arms inspectorate in Iraq, 
insisted yesterday that Ms town 
would continue to play .the main 
role in monitoring Baghdad's 
non-convention^ weapons, 
though a senior Iraqi diplomat 
said this was open to question. 
Mr Butler sad the 

newly-struck agreement 
between the UN and Iraq 
“makes it perfectly dear Slat 
the absolute core of these 
inspections” would be made up 

of hts team, known as Unscom, 


and the International Atomic 
Energy Agency. 

But Nizar Hamdoon, the Iraqi 
ambassador to the UN who was 
interviewed by CNN for the 
same programme, said it was 
not dear whether Mr Butler - 
an Australian arms expert whom 
Baghdad has often criticised - 

would remain in charge. 

Asked about the nationality of 
the inspectors he would 
choose, Mr Butler said ha 
would continue to select the 

best qualified experts that UN 


member states made available, 
Iraq has accused of using too 
many Americans and Britons for 
his work. 

Arguments over the precise > 
meaning of the UN-iraqi accord 
are expected to fuel demands 
on Capitol HUI for a campaign 
to overthrew Iraq's President 
Saddam Hussain. Senator Bob 
Kerrey said yesterday that the 
US “ahocsta speak to the 22 
mil Bon Iraqis who have been 
terrorised., by this dictator and 
say; "We’re going to liberate.” 


pledged that Iraq would 
remember friends who bad 
supported its campaign to 
have sanctions lifted. These 
countries would be given pri- 
ority in the awarding of con- 
tracts both under ofl-for-food 
and in oil production agree- 
ments. he added. 

Russia, China and France 
are listed among Iraq's 
"friends,” and the minister 
indicated the "list of friendly 
nations is increasing.” Both 
Chinese and Russian compa- 
nies signed contracts to 
develop oil fields last year 
and Mr Rashid said some 
work could begin on these 
contracts without contra- 


vening UN resolutions. 

Discussions with French 
companies, namely Total 
and Elf, were at an 
"advanced stage”, and con- 
tracts were likely to be 
signed this year. Only 
French, Russian and Chinese 
companies enjoyed direct 
award of contracts, while 
other European and Asian 
groups had to go through 
normal bidding procedures. 

Mr Rashid attacked ITS 
policy on Iraq but admitted 
his government differenti- 
ated between governments, 
companies and individuals. 
In a proof of Iraqi pragma- 
tism. US companies were 


last year the main beneficia- 
ries of both on sale and food 
contracts under oil-fbr-fbod. 

Figures provided by the 
UN in Baghdad show that in 
the second phase of oil-for- 
food, which ran through six 
months last year, US compa- 
nies came second, after Rus- 
sia, In purchases of Iraqi oil 

Diplomatic sources in 
say most of the oil 
bought by Russian compa- 
nies ends up in the US. 
American companies were 
also third, after France and 
Australia, in supplying medi- 
cine and food. 


Etftoria! Comme nt , Pago 19 


Ethiopia signals start of 
foreign investment drive 


By Mcfcaol Hsian and Iticbeb 
Wrong si Atbfis Ababa 


Ethiopia’s former Marxist 
leader yesterday signalled 
the start of a foreign invest- 
ment drive, confirming bis 
party’s commitment to pri- 
vate sector-led growth, and 
forecasting early resumption 
of a suspended International 
Monelary Fund programme. 

In an Interview with the 
Financial Times in today's 
Ethiopia Survey, the first on 
the country in the FT for 26 
years, the prime minister, 
Meles Zenawi, said bis Ethio- 
pian Peoples’ Revolutionary 
Democratic Front (EPRDF) 
was irrevocably committed 
to the free market. 

“I have never believed in 
sharing poverty but I have 
always felt wealth should be 
shared as equitahly as possi- 
ble. What I’ve come to real- 
ise is that private sector- 
driven economies are the 
only viable sources of creat- 
ing wealth.” he declared. 

Hts comments come as 
Ethiopia prepares to host the 
Addis Forum on trade and 
investment in Africa, an 
attempt to put the country 
on the Investment map. The 
two-day conference, expected 
to attract over 200 top busi- 
nessmen and government 



leaders, opens in the Ethio- 
pian capital on March 8. 

Since toppling the Dergue 
regime in 1991, the EPRDF 
has presided over World 
Bank-supported reforms 
which have seen gross 
domestic product in Ethiopia 
grow at an annual average 
o(7 per cent. 

But the pace of its 
reforms, particularly its 
over-cautious privatisation 
programme, has come under 
fire from donors as /too slow 
to attract potential foreign 
entrepreneurs. 

Ethiopia remains one of 
the world’s poorest coun- 
tries. with an average per 
capita annual income of only 


$ 110 . Mr Meles was adamant 
the government was not pre- 
pared to change its contro- 
versial land tenure system, 
which gives land ownership 
to the state. Critics claim 
this is a major deterrent for 
prospective commercial 
fanners. 

But he said a new invest- 
ment code about to be pub- 
lished would soon open to 
foreign interest telecommu- 
nications, power generation 
and the defence industries, 
areas declared off-limits in 
previous investment codes. 

Ethiopia's reform pro- 
gramme experienced a set- 
back last October when the 
IMF suspended its Ji25m 
three-year structural adjust- 
ment facility because of the 
government's failure to over- 
haul its banking sector, fur- 
ther relax exchange controls 
and lift its cap cm interest 
rates. 

Mr Meles expressed opti- 
mism about the outcome of 
talks at present under way 
with a visiting fund mission. 
“We are patching things up. 
By the middle of the year we 
expect the facility to 
resume." He also defended 
his government's much crit- 
icised human rights recoil. 
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Caspian off export routes 
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Turkey seeks 
support for key 
Caspian sea 
oil pipeline 


By John Barham b Ankara 


n ministers from four 
:h central Asian 
is yesterday began a 
y conference in Istan- 
janised by the Turkish 
unent to buad support 
itrategicaUy important 
te linking the Caspian 
>il ■•trwf gas fields to a 
ial on Turkey’s Medi- 


purirish foreign minis- 
i it hoped the confer- 
ould establish “a con- 
amL political basis for 
cisions on {pipeline 
jl to be taken this 

il Cem, Turkey's tor- 

inister, presented bis 
rparts from Azerbai- 
zzakhstan, Turkmen- 
ad Georgia withe fea- 
study of a pipeline 
Azerbaijan's capital 
with the Ceyhan oil 
al in Turkey. The 
said the planned 
m pipeline would 
srt barrels of 

day at a cost of at 
LSbn. - 

baijan, Kazakhstan 
utanerristan are land- 
states that must 
their oil and gas 
i pipelines id sea ter- 
for transshipment to 
s in the west Georgia 
■ nas a small' terminal 
ort.of Sopsa, although 
d afen benefit from a 
Ceyhan pipeline 
» this pipeline would 
i cross its territory, 
pipelines are strategic 
[hat give considerable 
to the countries Con- 
j them.; An interna- 
energy analyst said: 
iy wants . to be the 
crossroads cf the 
Russia supports 
ugftig ite existing net- 

lingtou supports the 
leyban route as an 
tive'io-a; shorter. ana. 
f raote to Iranian ter- 

on tbfr Gulf- lah® 

the US also seeks to- 
’ Moscow’s .power.. in 

Asia-- ’ ~ 

jerxaonL Turkish offi- 
Mv-thear proposal 


would not require super- 
tankers to pass through the 
narrow Bosphorus straits 
dividing Istanbul, a city of 
IQm inhabitants, unKfcp rival 
routes to Black sea termi- 
nals in Russia or Georgia. 
Turkey warned in 1995 that 
it would dose the straits, an 
international waterway, to 
oil tankers. 

• Turkey received further 
support for its plan when 
Haydar Aliyev, Azerbaijan’s 
president, reiterated previ- 
ous statements back in g a 
Baku-Ceyhan pipeline. Dur- 
ing a visit to Tokyo he said 
this route would carry the 
bulk of his country’s oil 
exports, adding that "we 
must start construction by 
the oxl of this year". 

Other routes 
for pipelines 
are shorter 
and cheaper 

A final decision on the 
pipeline’s route is due in 
October. 

However, his support 
alone is not enough to decide 
the route. Turkey must also 
convince AIOC, the consor- 
tium of international oil 
companies developing Azer- 
baijan’s reserves. Energy 
■ analysts say other routes are 
shorter and cross fewer bor- 
ders, making these projects 
much cheapev Ankara has 
not explained how it plans to 
finance Bakn-Ceyhan. Politi- 
cal upheaval at home has 
prevented it from lobbying 
for the project In a more 

focused way- . . ; 

Western diplomats suspect j 
Azerbaijani support may be I 
less sincere than Mr Aliyev 
Indicates. He has blamed 
Turkey for backing a mailed 
cup against his government 
in 1995. He is angry at a 
recent Turkish government 
investigation implicating “s ; 
son Ilhan In a corruption j 
scandal in Turkey. Further- , 
more, the wily Mr Aliyev , 
may' be playing off Russia ; 
and Turkey to obtain a more 
-favourable pipeline deal. 


GET YOUR MIND 
WORKING WITH 


PARIBAS 



fiS- 1 

You can’t use 
special effects. 



fiS-2 

Violence 
is not allowed. 


fis-3 
Neither 
is a pogo stick. 


There was once a very wise man in 
a far off land who discovered an ingenious 
means of passing through solid walls. 

Can you guess his secret? 
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PARIBAS 
A FORCE 
IN ADVISORY 
SERVICES 

Income increased 
by 40% in 1997 

Over 50% of current 
mandates originate 
outside France 

OS $ 35 billion 
transactions 
advised in 1 997 


UNDERSTANDING LOCAL CULTURE 

The ways of the world are often perplexing. Seen From afar, the local customs of Faraway places 
seem unfathomable. Yet often, cultural differences are more perceived than real: walls erected against 
outsiders to engender mysteries where none really exist 

At Paribas, our guiding discipline is to combine the financial strength of a global giant with the 
cunning of local insight to break through the barriers of cultural differences in order to distinguish between 
real differences and those that are merely perceived. 

Internationalism is a defining element of Paribas culture. Founded over 125 years ago, Paribas 
has built a formidable international structure. With an organisation based on investment banking and 
industrial sectors, no other bank can equal its experience in crossing Financial frontiers. 

Paribas Advisory Services concentrates on developing areas of specific expertise. By anticipating 
our clients’ needs before they occur we are able to leverage the bank’s resources to provide more 
pertinent, more comprehensive and more innovative solutions. 

Which brings us to the problem of the wall and the conclusion that the wise old man believed 
just as much as we do in the wisdom of simplicity. His secret method of passing through solid walls? 
It’s a door. htip://www.paribas.com 
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Starr turns up heat on Clinton 


By Brace Cbik in Wastunghm 


A test of wills between 
President Bill Clinton and 
the prosecutors investigating 
him is growing more embit- 
tered by the day as Washing- 
ton braces itself for further 
twists in the tale of Monica 
Lewinsky, the White House 
intern. 

While the president has so 
far refused to elaborate on 
his simple, indignant denial 
that he either had sex with 
Ms Lewinsky or asked her to 
lie, there is growing pressure 
on the White House to pro- 
vide more details. 

At the same time, the 
imminent prospect of further 
developments in the Lewin- 
sky affair has added to the 


Intensity of the battle 
between the president and 
Ken Starr, the special prose- 
cutor, for the moral and 
legal high ground. 

Presidential aides made it 
known through a leak to yes- 
terday's Washington Post 
that the president, despite 
his outwardly calm appear- 
ance. was seething with 
“profound rage* over the 
tactics used by Mr Starr as 
he probed the president's 
alleged relationship with Ms 
Lewinsky and a web of other 
controversies. 

The White House and Mr 
Starr’s team have accused 
one another of impeding jus- 
tice through press leaks and 
smear tactics. 

Senator John Ashcroft and 


other Republicans yesterday 
dismissed the latest attack 
on Mr Starr as a diversion- 
ary move. They noted that 
Janet Reno, the attorney- 
general, had made no move 
to discipline or diqnfcK the 
prosecutor, although it was 
in her power to do so. 

The White House formally 
denied a weekend report by 
CBS television that Presi- 
dent Clinton was p lanning a 
change of line In the Lewin- 
sky affair, he would admit 
kissing the young woman 
but nothing more. 

But the CBS report, and 
last month's admission by 
Mike McCurry, the main 
White House spokesman, 
that there was unlikely to be 
a "simple, innocent explana- 


tion" for the Lewinsky 
affairs, have fuelled specula- 
tion that a new official ver- 
sion of the relationship will 
be offered soon. 

While Mr McCurry said 
later he regretted his com- 
ments, the suspicion has per- 
sisted that he was preparing 
the public to accept a new 
account 

Vernon Jordan, the presi- 
dential confidante, will be 
questioned by a grand jury 
this week about the active 
role he played late last year 
in securing job offers and 
legal advice for Ms Lewin- 
sky. He will be asked what 
and when he knew about 
allegations of an affair 
between the president and 
the White House intern. He 


is expected to insist that be 
had no reason to disbelieve 
the denials from Mr Clinton 
and Ms Lewinsky that they 
were sexually involved. 

But the good news for Mr 
Clinton is that a majority of 
the public may be willing to 
forgive him if it transpires 
his denials of an affair were 
less than the whole truth. A 
poD released by Newsweek 
magazine showed 38 per cent 
thought he should leave 
office if found to have lied, 
while 52 per cent could 
accept him staying. 

• George W Bush, governor 
or Texas, has won a straw 
poll for possible Republican 
presidential candidates 
among party activists in the 
South. 



Chiapas 
role in 
drive for 


peace 


By Henry Tricte 
in lUxfla Gutierrez 


President CKnton, pictured fn Los Angelas yesterday, is said to be 
seething with 'profound rage* over Stan's tactics. Retire’. AP 


Cigarette makers take to web to clear the air 


By Richard Waters In New York 


The tobacco industry has 
turned to the world wide 
web in the latest stage of a 
public relations offensive to 
salvage a proposed $36&5bn 
US legal settlement 

One ofrthe central aims of 
the offensive is to counter 
the image of secrecy and 
denial that has hung over 
the industry in recent years. 

On Friday, the leading 


tobacco companies, includ- 
ing Philip Morris. R J Reyn- 
olds and Brown & William- 
son. released many of the 
company memos and 
research reports at the heart 
of the proposed settlement, 
which has yet to be 
approved by Congress. 

Dating back decades in 
some cases, the papers detail 
the debate inside the tobacco 
companies over the levels of 
nicotine in their products. 


and their reaction to the 
growing public concerns 
over the dangers of cigarette 
smoking. 

The release represents an 
effort to turn the tables on a 
tactic that has been used to 
great effect by the industry's 
critics. Selective leaking of 
company memos - and, 
more recently, the wholesale 
release of documents sup- 
porting some legal cases - 
has led to bad publicity for 


cigarette makers. 

In January, a new Hurry of 
claims that tobacco compa- 
nies had encouraged teenage 
smoking blew up after the 
publication of documents 
that suggested R J Reynolds 
had targeted youngsters 
with its Camel brand. 

To counter that, tobacco 
companies now say they 
have started to release most 
of the documents behind the 
settlement. But they are not 


revealing some 39,000 pages 
of documents covered by cii- 
ent/attomey privilege or 
anything that might reveal 
what the companies consider 
trade secrets. 

The promise to publish 
was given when the execu- 
tives of the biggest tobacco 
companies appeared before 
Congress at the end of Janu- 
ary. 

The documents, available 
on www.tobaccoresolu- 


non.com. reveal the internal 
debates that raged for years. 
In a 1975 memo, for instance, 
a Philip Morris executive 
wrote that it was “particu- 
larly alarming” that tbe nic- 
otine level in Marlboro ciga- 
rettes had fallen below tbat 
of its main rival. Winston. In 
response another executive 
argued that a fall in Marl- 
boro sales could not be 
traced to declining nicotine 
content. 


Caracas 

brokers 


oppose 
ADR tax 


By Raymond CoUtt in Caracas 
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Venezuelan corporations and 
stockbrokers are stepping up 
efforts to reverse a capital 
gains tax on American 
Depository Receipts (ADRs) 
of local companies. Tbe tax 
has held up new stock issues 
and is continuing to affect 
confidence in the country's 
fledgling securities market. 

The Venezuelan securities 
exchange regulator, backed 
by the Caracas stock 
exchange, last week called 
on Congress to reverse tbe 
34 per cent tax. which was 
decreed in December by tbe 
national tax authority as 
part of the government's 
efforts to make up a revenue 
shortfall. 

“We've asked the senate 
finance committee to con- 
sider a legislative reform 
that would revise the tax.” 
said Aida Lam us, head of the 
securities regulator. ADRs 
should be treated like locally 
listed shares, which are sub- 
ject to a 1 per cent tax on 
gross sales, she said. 

The senate committee has 
been considering whether to 
review tbe law when Con- 
gress resumes its ordinary 
session today. 

ADRs, which are traded in 
the US but package shares 
listed on foreign exchanges, | 
are a common way for US , 
shareholders to invest in I 
overseas companies. 

Critics say tbe capital 
gains tax is indicative of the 
lack of co-ordination 
between tax authorities and 
the private sector. 

However, most foreign 
investors are waiting to see 
the announced tax take con- 
crete shape and are holding 
on to Venezuelan ADRs. “I 
don’t think the Venezuelan 
tax authorities have the abil- 
ity to enforce an offshore 
capital gains tax like that." 
said Boris Molina, an analyst 
with Deutsche Morgan Gren- 
fell in Caracas. But he 
warned of tbe impact that of 
the ruling was having on ini- 
tial public offerings. 

Some companies seeking 
to raise capital on the New 
York stock exchange have 
put tbeir issues on hold, Siv- 
ensa, the steel manufacturer, 
said the tax was part of the 
reason it had derided to wait 
with a S18om ADR issue. 


The Mexican government 
has launched a drive to 
revive peace talks in the 
south-eastern state of Chia- 
pas. For the first time, state 
authorities will play an 
active role in ending the 
four-year conflict 
Roberto Albores Guillen, 
the Chiapas governor, who 
took office in January, has 
given the state a two-week 
deadline to agree on steps 
such as granting an amnesty 
for political prisoners, crack- 
ing down on illegal protests 
and reviving the state's mor- 
ibund economy. 

His proposals were 
unveiled at the weekend at a 
time of increasing friction 
between the military and 
Zapatista rebels following 
the paramilitary massacre of 
45 Chiapas Indians in 
December. The federal gov- 
ernment has flooded tbe 
state with soldiers, and has 
deported foreigners it 
accuses of meddling in poli- 
tics. 

Last week, it expelled 
Michel Chanleau. a French 
Catholic priest who had 
worked in Chiapas for 32 
years, after he accused the 
government of responsibility 
for the December massacre. 
The French Foreign Ministry 
criticised Mr Chanteau's 
expulsion. 

On Saturday, a 200-strong 
mission of international 
human rights observers said 
at tbe end of a two-week mis- 
sion to Mexico that they 
feared the conflict would 
worsen. 

The Interior Ministry was 
due to make new efforts to 
revive stalled peace talks 
early this week. It was 
unclear how the Zapatistas, 
who rase up for Indian 
rights in 1994, would 
respond. Their masked 
leader, Subcommander Mar- 
cos, accuses the government 
of reneging on an earlier 
peace accord, and is demand- 
ing troops be returned to 
barracks in Chiapas as a 
condition for renewing talks. 

Land invasions, violence 
and lawlessness that have 
emerged on the periphery of 
the Zapatista rebellion have 
paralysed new investment in 
the state where many 
Indians earn as little as $50 a 
year. 

Mr Albores Guillen’s plans 
are to create 300,000 jobs in 
three years for the state's 
3.7m inhabitants through 
road building, reforestation, 
agro-export businesses and 
public works. But he 
acknowledged federally bud- 
geted funds were tight 
Also difficult will be per- 
suading Chiapas to unite 
behind his plan as campaign- 
ing starts for local elections 
in October. The opposition 
Party of the Democratic Rev- 
olution dismissed his peace 
strategy as a “shock plan" 
aimed at repressing protests. 

The Catholic church, a 
powerful influence, was also 
sceptical. "The context Is 
very negative and it will be 
difficult to make a success of 
this plan until the govern- 
ment complies with the 
peace accords it has already 
signed." said one priest 
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UK NEWS 

— — -—E O^ T0 BE RULED OUT BY ACQ UISITIONS WATCH DOG A FTER CRITICISM OF ITS RECORD ON ENSURING FAIR PLAY_ 

Takeover Panel to ban disputed tactics 


By Hugo Dfacon in London ,, 

ZHOU?. Electric, the regional elec- 
tricity company in 1996. 

The panel has decided to 
modernise Its rules after crit- 


The Takeover Panel. 
Bntams acquisitions watch- 
dog^pians to rule out two 
controversial but long-estab- 

11 * 1 ® Cit y practices, 
through changes to its rules 
later this month. 

Advisers to companies toe- 
ing hostile bids will be ban- 
ned from buying the target 
companies’ shares - a 
delayed reaction to disputed 
tactics during the £ 782 nj 
($l-3bn) battle for Northern 


icism that it was not doing 
enough to ensure fair play. It 
has been keen to m aintain 
its reputation as Europe's 
most effective takeover 
watchdog given the Euro- 
pean Commission’s plan for 
a directive to harmonise 
takeover rules throughout 
the European Union - an 
initiative the panel is resist- 
ing. 


During the Northern Elec- 
tric bid, BZW, Northern's 
stockbrokers, bought nearly 
£20m of the company's 
shares in an attempt to stop 
it falling into the hands of 
CalEnergy of the US. 

At first, it seemed the tac- 
tic might work. But when it 
emerged BZW was doe to 
receive a £250.000 perfor- 
mance payment from North- 
ern in addition to a £L5m 
defence fee, the panel 
extended the hid timetable. 
That allowed CalEnergy to 


scrape together enough 
shares to win the battle. 

The panel also rebuked 
BZW for “failing to disclose 
all the relevant facts”. But 
initially it defended the right 
of a target's advisers to buy 
shares - provided they were 
open about doing so - on the 
grounds that this was a long- 
accepted tactic in the City of 
London. 

At the time. Mr Alistair 
Defriez, the panel’s director- 
general, said: “If we ban 
such share purchases, they 


could be driven under- 
ground. There is a risk that 
it would simply be done by 
others with an association 
with the target company 
such as suppliers or custom- 
ers, who would then expect 
future reward." 

However, the panel has 
now decided that the prac- 
tice “interferes in the demo- 
cratic decision of indepen- 
dent shareholders'’. 

In its drive to ensure fair 
play, the panel is planning 
to ban another controversial 


tactic - the ability of compa- 
nies making paper bids to 
buy up to 10 per cent of their 
target's shares for cash. The 
only limitation at present Is 
that they cannot pay more 
than the so-called 
"see-through'* price *- the 
value of their paper offer at 
current market prices. 

This again is a long-estab- 
lished City practice. But it 
has been criticised on the 
grounds that the few share- 
holders who receive cash do 
better than others. 


Ministries clash 
over plan for 
utilities’ profits 


By DavW Wighton and 
Simon HaSterton fa London- 

The Treasury, Britain's 
finance ministry, is resisting 
plans by the industry minis- 
try to impose a cap above 
which “excess" profits would 
be shared with customers. 

The Treasury believes 
ex ces s profits in the priva- 
tised utility industry have 
been largely eliminated, 
largely by the imposition of 
a £5 bn (S8bn) special levy 
last year, and that signifi- 
cant reform of regulation is 
unnecessary. 

But in a consultation docu- 
ment on utility regulation to 
be published this month, 
Margaret Beckett, the indus- 
try' secretary’ will insist 
excess profits remain a prob- 
lem. 

She will put forward 
potential remedies including 
profit-sharing ..above a 
ceiling. Such a move 
would alarm London’s finan- 
cial community, which 
argues that tampering with 
the current system of 
price regulation would 
reduce incentives and even 
increase companies' cost of 
capital. 

Under present regulations, 
based on the RPI-X system, 
utilities are allowed by the 
industry’s independent regu- 


lators to raise prices by a 
percentage above or below 
the retail price index mea- 
sure of inflation. 

However, senior govern- 
ment members say even if 
the proposal were adopted, 
the ceiling would be set at a 
high leveL "The government 
won't do anything that 
would reduce efficiency 
incentives so the cap would 
only come into play in very 
exceptional circumstances 
said one government mem- 
ber. 

Supporters of profit-shar- 
ing argue that it would 
reduce rather than increase 
regulatory uncertainty. Reg- 
ulators already have the 
power to daw back excess 
profits by tightening price 
caps, as happened in electric- 
ity in 1995. 

The paper will suggest 
that other ways of prevent- 
ing excess profits exist - 
including greater disclosure 
of financial information to 
the regulators. 

Far political reasons, Mrs 
Beckett wQl not want to be 
seen to be soft cm the utili- 
ties, which have been the 
subject of sustained Labour 
criticism for years. Col- 
leagues concede that the last 
thing she wants is for share 
prices to rise on the day the 
paper is published. 


Country folk march to hound the townies 

Government pledges action after thousands join campaign, writes Liam Halligan 


A quarter of a million 
country people marched 
peacefully through cen- 
tral London yesterday in the 
culmination of a r-awfip ai g r 1 
against curbs on beef sales, 
rural over-development and 
moves to ban hunting with 
hounds. 

The march was Britain's 
biggest demonstration since 
protests by the Campaign for 
Nuclear Disarmament 
peaked in the early 1980s. As 
it snaked through the Lon- 
don sunshine, ministers indi- 
cated the government would 
move quickly to address 
rural co n cerns. 

Michael Meacher. environ- 
ment minister, said the gov- 
ernment would establish a 
new department for rural 
affairs targeted at country- 
side concerns such as farm- 
ing, housebuilding, the right 
to walk on uncultivated 
land, and moves to ban some 
kinds of hunting. 

“I entirely understand that 
an issue concerning march- 
ers is the need feu- a centre 
within government which 
addresses their interests.” 
said Mr Meacher. 

The Labour government 
denied the move was a con- 
cession to the mardiers. But 
the Countryside Alliance, 
the rally’s organisers, said 
the event had reestablished 
the rural lobby as a force in 
British politics. 

Michael Foster, the Labour 
MP championing an anti- 
hunting bill currently stalled 



Country matters: demonstrat o rs marching through central London yesterday 


Jason Orton 


in the House of Commons, 
called the march “deceitful”. 
Organisers had encouraged 
many to join on the pretext 
it was about rural affairs, he 
said, before switching the 
message to hunting. “They 
claim there are hundreds of 
thousand of people who sup- 
port bunting, when we know 
there are not," he said. 

However, be was count- 
ered by Robin Hanbury-Teni- 
son, chief executive of the 
Countryside Alliance pres- 
sure group, who said: “There 


is no question of people 
being dragooned in chains to 
walk.” 

It was a sentiment shared 
by many of the trippers. 
“This is only my second time 
in London.” said Dot Burton, 
from Oare in Wiltshire. “But 
1 came down 'cos that Blair 
and his cronies are trying to 
disrupt our hunting way of 
life." 

Ian Clark, from the West 
Country, said his social and 
spiritual life “revolved” 
around the hunt. “You can’t 


understand it if you don't do 
it,” he said. “It's something 
that's just in your Wood." 

Inevitably, the event was 
too important for the politi- 
cians to stay away. William 
Hague, Tory leader, said: 
“There are people from all 
walks of life and the govern- 
ment has to listen.” 

The message was not lost 
on Mr Meacher. A 
long-standing hunt oppo- 
nent, he pointed to a possi- 
ble compromise, stopping 
short of a complete ban. 


NEWS DIGEST 




POLITICAL RINDING 


Call to retain secrecy 

The opposition Conservative party yesterday provoked 
fresh controversy over political party funding by calling for 
large donors to be allowed to retain their anonymity. The 
party also suggested exempting the UK subsidiaries of for- 
eign companies from a proposed ban on overseas dona- 
tions. 

In its submission to an Inquiry on party funding, the 
Conservatives proposed setting up an independent body 
to accept large donations and pass them on to the speci- 
fied party anonymously. 

The Conservatives said that because such a body would 
not ted the parties the identities of their donors there 
would be no opportunity to buy influence. Officials said it 
would operate in a similar way to “blind trusts", widely 
used by Labour tn opposition but criticised because there 
is little to prevent donors making themselves known to the 
parties informally. The banning of blind trusts Is one of 
Labour's recommendations to the inquiry. David Wighton 


REFURBISHMENT 


Lord Chancellor may be taxed 

Lord Irvine, the Lord ChanoeHor, head of the Judiciary in 
England and Wales, may face a tax bill on the controver- 
sial £650,000 ($1 .04m) refurbishment of hfe apartments in 
the House of Lords, it emerged yesterday. According to 
Inland Revenue rules, occupants of accommodation pro- 
vided by their employers are taxed on all spending on the 
property not deemed to be capital investment. The rules 
apply to aU government residences except those 
exempted by act of parliament. Chequers, the prime minis- 
ter’s country residence, and Domeywood, the chancellor's 
rural retreat are excluded, but not Downing Street or the 
Lord Chancellor's apartment 
It is not dear how much of the reburbishment of the 
Lord Chancellor's apartment would be deemed to be capi- 
tal spending. David Wighton 


MANUFACTURING INDUSTRY 


Sharp fall in growth forecast 

The UK manufacturing sector will fall to the brink of reces- 
sion this year, according to Oxford Economic Forecasting, 
the economic consultancy. The latest OEF forecast sug- 
gests the gulf between manufacturing and services could 
widen further this year, aggravating the dilemma for eco- 
nomic policy. 

“Already struggling with a substantially over-valued cur- 
rency. export-oriented manufacturers are now feeling the 
shock-waves of the Asia crisis." it said. OEF estimates the 
Aslan financial turmoil will knock 1 per cent off UK exports 
and about 0.5 per cent off gross domestic product. The 
UK economy wQl continue to be supported by strong con- 
sumer demand during the first half of the year, but this 
may decelerate in the second half. The full-year forecast 
for GDP growth is 2.1 per cent this year, after 3.3 per cent 
In 1997. 

The manufacturing sector will show hardy any growth 
during 1998, with textiles and clothing and mechanical 
engineering the hardest hit, according to OEF. The ser- 
vices sector, especially telecommunications and the finan- 
cial sector, will grow strongly, but could also be caught up 
in the slowdown later this year. Wolfgang Munchau 
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THE WEEK AHEAD 


DIVIDEND & INTEREST PAYMENTS 


■ TODAY 

Abbey National Funding 
5.8% Gtd Nts 2000 
Y2416.66 

Do 6.1% Gtd Nts 1989 
Y2541.66 

Abbey National Treasury Gtd 
Tec 10 Idxd FRN 2006 
FFrt 1 7.25 
Aston Villa 2.2p 
Barclays Bank Non-Cum US 
Dollar Prf Series Cl S0.4219 
Do Series C2 $0.1406 
Do Series D1 $0.4313 
Do Series D2 $0.1437 
Do Units $0.5625 
Do Series D Prf Units S0.S75 
BP America 9*54% Gtd Nts 
1999 $487.5 

Britannia Bldg Scty 1QYi% 
Bds 2000 £1050.0 
British Airways 10% 1998 
£100.0 

Cable & Wireless 3.75p 
Canadian Occidental Petrlm 
Dbs Due 1999 C$66,25 
Dewhurst 1 .92p 
DoAK/V 1.92p 
Dixons 2,9p 
First Technology I.Sp 
Renting Claverhouse Inv Tst 
2.45p 

Remlng Inc & Cap Inv Tst 
Income 0.5p 
Do Units 0.5p 
Retcher King 0.75p 
Ford Motor $0.42 
Fortune Brands Inc $0.21 


Hardys & Hansons 7.2p 
ingereoll-Rand $0.15 
Int Bank for Recstm & Dev 
10% Bd 1999 £100.0 
Italy 9%% Nts $962.5 
Kelsey industries 20p 
Kewill Systems 4p 
Marubeni int Fin 7.45% Rev 
Yan/A$ Bd 1999 
AS659.059035 
Murray Emerging Economics 
0.55p 
NFC 4.6p 

Richards 4% Cum Prf 1.4p 
Ryl Bank of Scotland 
Bds 2004 £66.25 
Do 10Vi% Sub Bds 2013 
£1,050-0 

Sanwa Fin Aruba Gtd FRN 
Series 4 $831 .54 
Swiss Bank VRN 2004 
L600.000 

Transcanada Pipelines 
16%% 1st Mtg Bds 8.25p 


■ TOMORROW 

Asarco Inc $0.20 
Bangkok Sank Public 3 V4% 
Sub Con Bds 2004 $32.5 
Convertible 9%% 2000 
£4.50 

Brunei 0.5p 
Ewart 0.75p 
Grainger Trust 5.B8p 
H & C Furnishings 3p 
Kingfisher Leisure 0.67p 


Kunick 0.45p 
Mazda Motor 6.4% Bds 
1999 Y640.000 
Do 6.4% Bds 2000 
Y640.000 
Raglan Estates 
10W%-11V4% Stpd Int 1st 
Mtg Db 2012 £5.625 
Southern Electric 7.1 p 
Yorkshire Water 0 
0.5231 2Sp 


■ WEDNESDAY MARCH 4 

Abbey National Treasury Gtd 
Tec 10 Idxd FRN 2006 
FFr11 7.25 

Anglo Irish Capital Fdg 
Series A FR Non-CunVNV 
Prf $0.53 

Gold Fields Of South Africa 
RQ.80 

Guaranteed Export Fin 0J6% 
Gtd Bds 2008 £925.0 
John David Sports 2p 
Lloyds Bank Sub FRN 1999 
£20.65 

New Wits ROJ20 
Saf eland Ip 
Sweden 6 %% Nts 2003 
$32.50 

Ushers of Towbridge 1 .95p 
Vogetstruisbuit Metal R0.30 
Westpac FRN 1999 
DM93.28 
Zetters 5.5p 


■ THURSDAY MARCH 5 

Angerstein Underwriting Tst 
1.5p 

Cardo 3.44p 


■ FRIDAY MARCH 6 

Abacus Recruitment 0.5p 
Aberdeen 10.8% 2011 £5.4 
Aberforth Smaller Cos 4.4p 
Aberforth Split Level Inc 
2.45p 

Do Units 2.45p 
Bank of Greece 10^% Ln 
2010 £5.375 
Boeing Co $0.14 
Brasway 031 p 
Brooke Indl 3.5 p 
Dawson 2.6p 
EMI 435p 

Jupiter Extra Inc 1.96875p 
Leopold Joseph 9V4% Un Ln 
1997-02 £4.625 
Matrix Healthcare 3p 
Media Business 0.45p 
Metroline 1.8p 
Morgan Stanley Equity (Cl) 
Prf Ritg Whitbread Sera A 
9.023437 

Scottish Power 6.8p 


■ SUNDAY MARCH 8 

Treasury 7% 2006 £3.825 
Treasury 10% 2003 £5 


UK COMPANIES 


■ TODAY 
BOARD MEETINGS: 
Finals: 

British Polythene 
Cantab Pharmaceuticals 
Graham Group 
Inch cape 
Lilleshall 

Millennium & Copthome 
Whatman 

Interims: 

Billiton 

Britt AUcroft 

Brunner Mend 

Domestic & General 

European Leisure 

Optoplast 

Tetra 


■ TOMORROW 

COMPANY MEETINGS: 
Ultraframe, Bridgewater 
Hall, Manchester. 11.30 

BOARD MEETINGS: 

Finals: 

CRH 

Delphi Group 
Epwin Group 
Halifax 

Hampden Group 
Partco 

Scottish Eastern Inv Tst 


Spring Ram 
Trafficmaster 

Interims: 

Lyles (S) 

Northern Recruitment 
Ricardo Group 


■ WEDNESDAY MARCH 4 

COMPANY MEETINGS: 
Dawson Hldgs, AMP 
House, Dingwall Road. 
Croydon. 2.30 
Eurocopy, Cedar Court 
Hotel. Denby Dale Road. 
Wakefield. West Yorks. 

12.00 

Matrix Healthcare, Gossard 
House, 7-8. Savile Row. W., 
11.30 

Ushers of Towbridge. 
Guildhall, High Street. Bath. 
11.30 

BOARD MEETINGS: 

Finals: 

Assoc British Ports 
BICC 

Cadbury Schweppes 
Cookson Group 
Fidelity Japan Values 
Fitch 

Hickson Inti. 

ISA inti 
Metal Bulletin 
Micro Focus 


Psion 

Serco Group 
Spargo Consulting 
Stat-Pius Group 
Vickers 

Interims: 

Hays 

JOS Hldgs. 


■ THURSDAY MARCH 5 

COMPANY MEETINGS: 
Chemrlng, Solent Hotel. 
Rookery Avenue, WhiteJey. 
Fare ham, Hants. 2.30 
Gartland Wh alley & Barker, 
Cross! ey House, Belie Vue 
Park, Hopwood Lane. West 
Yorks, 1 1 .30 

BOARD MEETINGS: 

Finals: 

BTR 

Enterprise Oil 
Hanson 

Ladbroke Group 

More Group 

NSB Retail Systems 

Ocean 

Rolls-Royce 

Royal & Sun Alliance 

Sanderson Bramall 

Select Appointments 

Staffware 

Zeneca 


Interims: 

Brferiey lnvs 
Gallfford 
Rentehaw 
Sheffield United 


■ FRIDAY MARCH 6 

COMPANY MEETINGS; 
Lazard Btria India, Lszard 
Asset Mngmt, 21, Moorfleld, 
E.C., 12.00 

BOARD MEETINGS: 

Finals: 

Greggs 
Group Trust 
Lrtho Supplies 

Company meetings are 
annual general meetings 
unless otherwise stated. 

Pteasa note: 

Reports and accounts are 
not normally available until 
approximately six weeks 
after the board meeting to 
approve the preliminary 
results. 

This list is not necessarily 
comprehensive since 
companies are no longer 
obliged to notify the Stock 
Exchange of imminent 
announcements. 


CONFERENCES & EXHIBITIONS 


Conferences 

& 

Exhibitions 


MARCH 4 
After Hampel: The new 
governance agenda 

Will the Hampel report transform 
corporate governance in *<. UK? What 
are the new forces at work in redcftimg 
relations between companies, 
shareholders and othen with a stake in 
die corporate gover n ance defame? PIRC's 
6ih Annual Corporate Governance 
conference with keynote speaker the Rt 
Hon Margaret BeckeU MP. President of 
the Board of Trade, brings together the 
leading players from all sides to debate 
the new and emerging issues for 1 998. 

1 day £595+ VAT 

Contact: Janice Hayward PRC Ltd 
Tel: 0171 250 3311 
Fax: 0171 251 3811 
Email JaniccH@‘piiCjXuik 
LONDON 


BunMt Bucfeeridge Young 
United (BBY) 
announces its 
Financial Services 
Conference 
in 

Sydney, Australia 
on 

March M1Q, 1938 




For Information phone BBY on 
01 2 9226 0000 or email 
Alex Berg sa -om at 
aib@bby-com.au 


Sydney, Australia 


MARCH 16 & 17 
FT World Pharmaceuticals 

Conference 

Confirmed speakers at this major FT 
conference, arranged with Coopers & 
Lybtand. indodc Mr Eraesto Beitarelli. 
Ares-Sereno. Dr William Bogie. Medeva 
PLC. Dr Peter Read. Hoechst Marion 
Roussel Limited and Mr Edward R 
Robots. Merck KGaA 
Contact: Sarah Gibb. FT Conferences 
Tel: +44 171 896 2639 
Fax: +44 171 896 2696 
Email: sarahg@pearMD-pitkeoni 

LONDON 


MARCH 16-27 
Global Credit Analysis 
Intensive course hared on American 
banking credit training principles. 

• Evaluation of corporate management 
strategies • Non financial information 
■ Rtsk/industry/bustness analysis 

• Review of main financial statements 

• Company dynamics * Financial and 
ratio analysis • Cashflow analysis 

• Credit facility structuring • Corporate 
failure • Asset based financing 

• international case studies. Full course 
outline available on request. 

BPP Training and Consultancy 
Td;0l71 629 8444 Fax: 0171 6287818 
Emai I : bpptramin^compuservejxxn 
CENTRAL LONDON 

MARCH 18-19 
So You Wart to Buy? 

Packaging Machinery - 
Parts 1 &2 

Seminars aimed at providing baft fust 
rime buyers and experienced specifiers 
with an objective assessment of the 
various types of packaging machines 
which are available. 

Fre more tnfonmtkn please contact 
Kelly O'Cotmor PPMA Ltd 
Td: 0181 681 8226 
Fax: 0181 681 1641 

NORTHAMPTON 

MARCH 20 
Beyond The Year 2000 

Critical tT issues fee ftc next mSB cnnfa nn: 

, Euro knptemencnxvt - ctropcrig fa ftc 
new euro emanat e d business e n vira u ne i u 

• ECounneree - capitalising on business 
opportunities at the Web • Year 2000 - the 
rest oep - testing, aufit and heabh check. A 
Micro Focus seminar specifically for the 
KLc u mm u n k y. an - 1330 pm. 
Enquiries; Micro Focus Events Team 

Tel: (01 635 J 32646 
Email; cfat^TTTfltdxomk 
Wrix www.iwcrofocuua.uk 

Victoria & Albert Hotel, 
MANCHESTER 

MARCH 23-25 
Evaluating Banks 

• Banking Supervision and Regulation 

• Financial Information * Key Ratios 
and Capital Adequacy > Political. 
Economic, Social and Technological 
Risks • Country Risk Exposure Analysis 

• Emerging Markets * The Role of 
Credit Raring Agencies 

3 DAYS £975+ VAT 
Contact: Birottia International pic 
Tel: 0171 628 4| 12 
Fix: 0171 628 4113 
Email: btrchirag>bucbin.cora 

_____ LONDON 


MARCH 23 - 25 

Fixed Income Securities 

• Govcmment Bond Markets ■ Domestic 

Markets - Eurobonds. • Issuers, 

Investors and Intermediaries • Primary 

and Secondary Markets • Bond Trading 

Strategies • Hedging and Bond 

Derivatives 

3DAYSWJ5 + VAT 

C on t a c t: Bi retire brteniatioaal pfe 

Td:0l7l 6284112 

Fax: 0171 628 41 13 

Email: b i re t un ^ bircbiiucom 

LONDON 

MARCH 23 -25 

Power Ink’s International 

Private Generation Workshop 

• fa griocintio* Mott MacDonald. 

Three day in torsive course to 

provide participants with a derailed 
undemanding of the content and 
structure of the agreements thru underlie 
successful international power 
generation schemes. 

Sponsors: Dresdncr Klein won Benson. 
Tel:44c0jl730 265095 

BRIGHTON 

MARCH 23 - 25 
Venture/Deveiopment Capital 
Fn ph faw the developments m (he industry. 
Practical instruction in analysing and 
structuring MBOs with PC modelling. 

• Reasons for MBOs/MBIs ■ Risk 
jnalysit/due diligence • Motivations of 
differem paries • Cashflow forecasting oral 
sensitivity analysis • Capital structuring 

• Business valuation techniques 

• Regulation wid control issues, fttfl course 
outline avtibUe on requen. 

BPP Training & Consultancy 
TeL017l 628 8444 Fax: 0171 628 7818 
Email: bppaaimflg@carnpuserveoouj 
Quote FT231 

CENTRAL LONDON 

MARCH 24 

Howto Profit Pram ingxcved 
Customer Loyalty 

An all day structured opportunity to 
discuss customer service issues with Eke 
minded professionals who want to 
understand ’best practice’. Expert 
speakers start the discussion then 
syndicates of participants examine lccy 
issues. Far tins event raid other customer 
service activities contact: 

The Groomer Service Network 
Tel:01934 741102 Roc 0J934 741113 
Email; cgn@cuH oiiien ia.com 
WebsitR wwwxxtaomenxLcom 

LONDON 

MARCH 24 -26 
European Banking & 

Financial Forum 1998 
Sixth annual conference in which Czech 
Primer Minister plus top international 
politicians and bankers will discuss 
ref event issues of banking and financial 
sector by far not only in the Eastern 
Europe. 

Contact: EB&FF Center 
Tel: +4202 55 14 81-5 
Fax: +4202 33 30 32 
email: eHSifcomeniuicz 

PRAGUE 


The 3rd International 
Financial Fraud Convention 
Financial Fraud presents the most 
serious chafienga to the stabBty ol 
financial ktshtifflons and marftats 
today. Timed to coinacJe vwlh the 
UK Presidency ol G7 and Eli, 
senior executives bom 
multinational banks. IMF, Wbrid 
Bank, UN, FXTF. EU. US Treasury, 
wfl compre h en si vely examine 
recent initiatives towards a global 
standard ot fraud prevention, the 
vtiner^xtty ot Institutions and 
markets, and strategies tor asset 
ciscovaryand recovery. Applicable 
lor senior executives responstte 
tor their organisation's eomplance. 
supervision, and the protection of IE 
Bnancta) and operational integrity. 
Ccr^ctltBvorGM 
Ttafc 444(D) 171 4191000 
fine +44(0) 171 4191050 
Emai: tafaQB nmoMtau t lco ni 
htto^wvrfirtBncttfrraidcori 

fit qo. London 


Conferences 
& Exhibitions 


To advertise conferences, exhibitions, trade fairs, 
conference venues and training courses to approx 
1.2 million readers worldwide. 

Contact Jade Sanderson on 
tel +44 171 873 3507 
fax +44 171 873 3098 


Financial Times 


Senior Powers Gas Executives 
5* Central ft Eastern 
European Power Industry 
Forara (CEEPIF 98) 

March 24, 25 and 26 Warsaw 
Keynote: Minister Emfl Wasacz, 
Mbiisfry ot Treasury, Poland. 
Privatisation, Finance, Regulation, 
pits She! £ Gazprom’s 
Cooperation Programmes. 
Presenting Ftofeh Power Grid 
Company, RAO, CEZ. National 
Power, MVM, PreussenBekJra, 
ELES, RENEL, Ruhrgas, Statofl, 
Texaco. 

Post Conference Seminar 
Energy Law/Regufedton & Risk 
Management and Contracting 


PwriWaacSE 
Phone: 0031 802650963 
FbcOD 3I3028BOB2B 
Up Mwtpa n wl otrep e xran 


Conferences 

& 

Exhibitions 


MARCH 26 & 27 
Medfensnean Capital Mariaab 

The British Government as Presidency 
of the EU. is pleased to announce tins 
m a jo r two day coufueuce. sipfoncd by 
the European Commission and FT 
Conferences, examining fast -growing 
capital markets of the Southern 
Meditoi anean region. Speakers include: 
Mr Eddie George. Governor of The Bonk 
of England. Dr Youssef Boutros-Ghali. 
Mtnter of Economy. Egypt. Mr AncW 
Aaxwlay, The Counsellor to His Majesty 
Xing Hassan II of Morocco. 

Enquiries: Start Faacoun 
Tel: +44 171 896 2626 
Fax: +44 171 896 2696 
Email: sianf&peanon-pnxcon) 

LONDON 

MARCH 26 & 27 “ 

World Class Manufacturing 

DR’s 5th WCM forum features a senior- 
level speaker panel discussing latest 
techniques and strategies. Keynote 
address from John Oliver. Chief 
Executive, LEYLAND TRUCKS and 
presentations from IS companies 
including: SUN MICROSYSTEMS; 
BRITISH AEROSPACE: PANASONIC 
VAN DEN BEROH; RALEIGH and 
NESTLE ROWNTREE. 

Call Sara Rogers. DR on 01 71 9155000 
BIRMINGHAM 





liilll 



Spain - Energy 
Energy Market Liberalisation 
in Spain - 1998, Denton Hall 
Neroesto Femtindra-Cuesta 
Secretary ol Slate lor Energy 

(Spain) 

Raise) Mfranda - CEO, Endesa 
Javier Harrero - CEO. Iberdrola 
VtaJoriano Reaweo - CEO, Fanosa 
Jesus Martfnez-Vdzquez - 
Editor and Director, Expansion 
Guido Alfredo Delgado - 
President. NPC (Philippines) 

A Orta day seminar lor senior 
executives wanting to develop 
their knowledge of the Spanish 

market. Also dscusston ol 


American situations. 

Contact Fiona UndsayGemon 
■ftfc 444 (0)171 320 8267 - 
fine +44 (0)171 320 6647 
E+iBtoandsay@dantortHRoran 

London 


MARCH 31 - APRIL 1 
Strategic Performance 
Measurement 98 

Our Jxd annual performance 
management conference helps you 
pinpoint the correct balance of 
measures, link them to your strategic 
objectives and address the behavioural 
iisues that can prevent effective 
measurement. 

Contact: Jane Mills 
Tel: 0181 879 3355 
Fax: 0181 879 1122 
BretjmeaM^t m fa MPteJ i pB nae a ai A 
LONDON 


How to Develop Martels in 
the USA 

One day conference with 
extinguished panel ol speakers 
Including: 

Professor Roger Needham, 
M an aging Director, Microsoft 
Research Labs, Cambridge 
Other speakers wifi cover 
Venture Capital, Marketing. Stale 
incentive Pregrammes. Export 
Assistance, Location & Legal 
Considerations, Banking. 

Royal Automobile Oub 
£395 Inc. VAT, lunch, reception & 
copies ol speaker presentations 
Contact BOCT » Octal 
Bu j fr ms A s sociat io n 
UK; 0181-78041292 
USA: 212-367-7710 
— flUaHi MlnMM U 


IBDNET™ 


London 


APRIL 1-2 

Asset Allocation In a 
Changing World 

The worid is changing at a rapid pace. 
Leant bow to modify your asset 
allocations to fit the evolving 
environme n t, keep upd a te d on the latect 
developments, and acquire toots to 
improve allocation decisions. Contact 
AIMR fat the US A at 
Tel: 1 (S04> 9634880 ext. 123 
Fax: 1 (804) 930-3634 
Intranet: httpV/www^jjnr^jrg 
______ LONDON 


Second Internationa) 
Conference on High Freqeency 
Data In Finance (HFDF1I) 

To promote discussion of 

theoretical and empirical analysis 
ol high frequency (intraday) data 
in finance. 27 selected papers tor 
oral presentation and tfscusstons 
by leading scientists. 

•Empirical market microstructure 

•Market fiqukfty end transaction 
costs 

•Risk management correlation 
structure and extreme event 
properties 

•High frequency pricing of 
derivatives 

-Econometric models on high- 
frequency data 
Contact: Kerin Jost 
"IW: *47 (1)386 48 13 
Fax: +41 (1)42222 82 
E-mail: Mdi@oteen.ch 
Internet: http^/www^lsetLch 

Zurich 


APRIL 2-3 

Understanding Company 
Reports and Accounts 

• The Regulatory FromcworL ■ 
Accounting f-iamlardv • The Audit 
Requirement • Accounting for Groups 
and CoRsrtkhied Suirancnts • Turnover. 
Trading Expenses. Prc-Ta* Profits • 
Corporate Taxation. Dividends. Earnings 
Per Share • Stem: Valuation • Cashflow 
Stare menu • Profitability. Liquidity, 
Solvency Ratios. 2 days £79? + VAT 
Contact: Bochin International pic 
Tcfc017| 628 41 12 Fax: Ul7| 6284113 
Email: brnrhtn&'bitrtiimcCTn 

LONDON 


Conferences 

& 

Exhibitions 


APRIL 6-8 

production to Leasing & Off 
Balance Sheet Prancing 

A comprehensive introduction to 
instalment credit and asset finance 
products for the corporate market. • Hire 
Purchase and Leasing Facilities • Tax 
Considerations • Accounting Concepts 
Bid Treatment • Structuring Transactions 
• Documenting Leases. 

3 Days £975+ VAT 
Contact: Bochin International pic 
Td: DI71 6284J |2 Fax: 01 71 6284113 
Email- bndun^buchhuxm 

LONDON 

APfflL 8 AND JULY 8 
Defence, Threats, Capability, 
Cost 

Implications for Industry: 8 April 
Strategic Defence Review: 8 July 
A two part conference with contributions 
from Government, industry, the armed 
services and the City. Lord Chalfont. 
Paul Beaver and Michael Portillo chair 
major panels on the SDR. Defence 
Industry Integration and the Revolution 
in Military Affairs. Sponsored by 
Coopen & Lybtand and EDS 
Enquiries: Chyfomm Lid 
TcL 01225466744 Fax: 01225 442903 
Email: l06703^270g)Cotnpuscrvexom 
LONDON 

APRIL 20 JUNE 8 

FT-Ctty Course 

The FT-City Course, which takes place 

over eight weekly afternoon sessions. 

provide* an excellent introduction to the 

workings of the City of London as a 

major financial and trading centre. 

Authoritative speakers will include: Mr 

Paul Dcx. UFFE: Mr Clive Longhtrrst. 

Association of British Insurers. 

ite^^sraticiB/Enqiurier Sim Farxixat. FT 

Confctoxs 

Teh(+44» |7I 8962120 

Fax: 1*44) 171 896 269V2697 

Email: siwrfgpearsoivpnxcom 

LONDON 






Moving to Virtual Financial 
Services Intrabank European 
Forum 98 

Cabot HaH - Canary Wharf- London 
Introduced Oy Jim Barksdale, 

President & CEO ot Netscape 
Communications and featuring 
esranenl speakers tram the 
worlds of finance and technology, 
the event looks at the latest and 
future trends in financial services 
technology. 

&ganteedbytofratoa nh Dgta 
ThL+W (0)171-588-0950 
Ext a gton s 30tkaoi.aOB.304 
Fax. *44 (0)1 71 -5880949 
onau. njwnotpu K^oareccofn 
Mamet httpjOWmMrabank^om 


London 


3rd Totidsh Power Industry 
Forum 98 - Senior Executives 
Privatization, Financing, 
Regulation, Projects ( Gas S 
Electricity) 

Keynote: KArnster Cumhur 
Ergumer. Mnistry oi Energy & 
Natural Resoucee. TEAS, BOTAS, 
Undersecretariaf of Treasay. 
interGen. National Power. NV 
Nadertandse Gasunte, GAMA 
industries. Shad intamedtonat Gas 
Ud. The World Bank, Koc Hokflng, 
Howard Energy InL, Stewart & 
Stevenson, CMS Electric & Gas 
Co„ PactaCotp., Taytor-De-Jongh. 
The AES Corporation, ABB Prefect 
& Trade Finance. 

FeraiWaBC&E 
Phone: 00 31 302650963 
Fax: 00 31 30 2S0828 
httpJ/wwwponnwcfi-europ&com 

Istanbul 


APRIL 28 

Data Mining Business Benefits: 
Applications and Casa Studies 

Data Mining for Business Users • Virions 
Techniques and their Applications 

• Developing and Employing Cusromer 
Knowledge Resources lo Optimise 
Customer Value • Applying CBR an 
Knowledge Management ai BT 

• Exploiting Geodemographics. Case 
study presentations by ISL: Alur 
Sort ware: Berry Circuiting: BT: Equifax 
UNICOM 

t: 01S95 2564*1 ft 01895 SI3W5 
in fesu’ unicorn co.uk 

LONDON 

APRIL 30 

New Technologies for Risk 
Analysis 

New sHriuiral techniques, neural networks 
and recent developments in advanced 
reasoning provide a competitive edge to 
companies analysing risk in marketing, 
insurance, derivatives, and other 
axniuctcial enterprises. Case studies and 
presentations from Si Galloi Consulting. 
Germany . Barclays Bait Nikko Securities 
Globa] Holdings Ltd.; LBS: Equifax 
UNICOM 

c 01S95 2564W (: 01895 813095 
in fo@unkwm.co.uk 

_____ LONDON 


Z* Conference 
Evaluating the Risks and 
Opportunities of the European 
High meld Bond Market 
This event was sold out In 
January, attracting over 250 
issuers, bankers and Investors 
from Europe to discuss the 
search for higher yield and how 
to overcome the Increased risks 
you (ace. Key speakers include: 
Robin Doumar. Goldman Sachs 
International, John Wotowicz. 
Morgan Stanley & Co. Int*. 

For programme details, 
please contact Edward Low on 
lef: 017 T 369 7609 or 
tax: 0171 3697334 


IFR 


CONFERENCES 

Le Meridfen, London 


MAY 18 & 19 

Reflecting Brand Value on the 
Balance Sheet 

Thb timely FT Conference will focus on 
key iisues including brand valuation, 
brand insurance and licensing. 
Confirmed spec It era include senior 
executives from Price Waterhouse, 
Citibank. Stewart Grand Prix, DJ 
Freeman and Brand Finance Limited 
Contact: Joanna Edwards 
FT Conferences 
Tel: +44 171 896 2555 
Fax: 444 171 896 2696 
Email: ftoi'peanon^romn 

LONDON 

JUNE 15 & 16 

The 3rd World Aluminium 

Conference 

Speakers confirmed for this event, in 
association with CRU International, 
include senior executives foam Reynolds 
Merals Company, Hydro Aluminium 
Extrusion, Kaiser Aluminum, 
Aluminium Industries SDN BHT. 
AI mrux Inc and Aluminiy AO. 

Contact: Lucinda Roberts. 

FT Conferences Td: 444 171 8962120 
Fax: 444 171 896 2696 
Email: fto@peanan-procoat 

LONDON 

JUNE 22 & 23 

The 21* Annual FT World 

Gold Conference 

Confirmed speakers include Mr Peter 
Fava, Chairman. LBMA. Head of 
Precious Metals, HSBC Midland; Mr 
Bobby Godsefl, Chief Executive Officer. 
Anglogold: Dr Stewart Murray, Chief 
Executive. Gold Fields Mineral Services 
Ud; Dr Rudolf Trink, Head ofTreamry. 
Strategy Division. Austrian National Bank 
and Mr John M Willson. President and 
Chief Executive Officer. Racer Done Inc. 
Contact: Sarah Gibb, FT Conferences 
Td *44 171 *96 2*39 Fax 444171 S96 2«6 
Email: saratigglpearaon-proxotii 

BARCELONA 


Conferences 

& 

Exhibitions 


LANGUAGE COURSES 


To advertise in 


Language 

Courses 

Please contact Jade Sanderson 
on +44 (0) 171 873 3507 


.STILIJTISN 

EXECUTIVE LANGUAGE TUITION 

72 BOND ST. LONDON W1 0171 493 1177_ 


FAST, EFFECTIVE. AFFORDABLE 

Would speaking your 
Customer's language 
have made the 
difference ? 


Did your last meeting oversees go as well as you had 
hoped? No ? Why not ? Did you loss out to a competitor 
who dW speek the language of the customer? 
Don't let it happen again - 

Call BERLITZ for details of 'Doing Business In' 
French/German/Spanish NOW on 

0171 - 91 S 0909 
0121 - 643 4334 
0161 - 228 3607 
0131 - 226 7199 


Helping the Worid Communicate. 


To advertise contact Jade Sanderson on +44 171 873 3507 or Fax +44 171 873 3088 
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FINANCIAL TIMES MONDAY MARCH 


2 1998 


FINANCIAL TIMES SURVEY 


Monday March 2 199<3 


ETHIOPIA 


As reforms get under way, 
Ethiopia is encouraging 
investment, but the pace of 
change needs to quicken. 
Michael Holman and 
Michela Wrong report 

Determined 




to do it 


their way 


When Meles Zenawi opens 
the Addis Ababa forum an 
investment in Africa this 
week, he might consider pre- 
facing his speech with a few 
adapted bars from Frank 
Sinatra's favourite swan 
song. 

To the aid donors who 
urge Easter reform, to hu man 
rights monitors who . cite 
abuse of power, and to the 
non-governmental aid agen- 
cies whose activities he 
curbs. Til do it my way” 
has been the constant 
refrain coming from Ethio- 
pia's prime minister. 

Regrets? He may have had 
a few, but then again, too 
few to mention. And one of 
Africa's most astute heads of 
government, is certainly not 
about to admit to them in 
public. 

In a continent where for- 
eign donors constantly 
deplore the failure of recipi- 
ent governments to take 
charge of their own develop- 
ment. Ethiopia has turned 
ownership of its reform pro- 
gramme into an art form, 
irritating and exasperating 
its interlocutors, but ulti- 
mately winning their 
respect. It is a cussedness 
forged on the battlefield, and 
rooted in a sophisticated 
national identity to which 
Ethiopia’s 12th-century 
churches, illuminated manu- 
scripts and pre-Christian 
obelisks bear witness. 

The country’s recent his- 
tory has been grim and 
bloody. Caught up in the 


cold war, Ethiopia under 
emperor Emperor Haile 
Selassie was initially in 
Washington’s camp, coining 
under Moscow’s sway under 
Mengistu Haile Mariam, the 
Marxist dictator. It took 
years of civil war before the 
Ethiopian Peoples' Revolu- 
tionary Democratic Front 
(EFRDF) succeeded In t aking 
power, going on to serve as a 
transitional government 
until elections in 1295. 

Slowly, sometimes pain- 
fully, Mr Meles and the 
EPKDF are modernising one 
of the world's most needy 
countries. Twice the size of 
Britain, Ethiopia has a 57m- 
strong population trapped in 
conditions of medieval pov- 
erty. Two-thirds erf .its chil- 
dren are stunted by malnu- 
trition. One person in 25 has 
access to electricity. Many 
families live up to three 
days’ walk from the nearest 
road. 

Now Ethiopia is embark- 
ing on market driven eco- 
nomic reforms, opening up 
to foreign invest ors and 
implementing a constitution 
which decentralises power 
and - uniquely in Africa - 
recognises ethnicity and the 
right to secede. 

Results have been impres- 
sive. Albeit departing from a 
low base, and benefiting 
f rom massive donor assis- 
tance in the farm of loans, 
grants and debt relief worth 
as 771 as $800m a year, 
annual gross domestic prodr 
uct growth has averaged > 
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per cent for the past five 
years. 

A leadership perceived as 
relatively free oT graft and 

single-minded in pursuit of 

its objectives has developed 
a relationship with donors 
that is unparalleled on the 
continent. 

j arnps Wolfensdhn. World 
Bank president, puts it 
politely. “A country that has 
its own seise of economic 
direction." 

Evelyn Waugh may have 
got closer to it as a budding 
war correspondent 60 years 
ago. In a splendid piece of 
colonial self-mockery, he 
noted that the citizens of 
Abyssinia (as Ethiopia was 
then cafied) “persisted in 
behaving as superiors", 
much to the consternation of 
the white man- “Accustomed 
to other parts of Africa, [he] 
was disgusted to find the 
first class carriages cm the 


railways usurped by local 
dignitaries . - . subject to 
officials whose language he 
did not know, who showed 
him no sort of preference on 
account of his colour, and 
had not the smallest reluc- 
tance to using force on him 
if he became truculent" 

Sixty years later. Ethio- 
pian officials treat donors in 
much the same way. Aid 
dependent they might be, 
hut still fiercely indepen- 
dent “Truculent" donors get 
short shrift as Britain dis- 
covered when it protested 
about the use of its aid- 
financed vehicles in a police 
operation in which a govern- 
ment critic was killed. 

The government did not 
hesitate: it promptly 

suspended the aid pro- 
gramme. Nor do the normal 
conditions of international 
aid appear to apply to the 
Ethiopians. 


Although at loggerheads 
with the International Mone- 
tary Fund - a three-year 
loan agreement was 
suspended last October - a 
5500m deal was recently 
with the World B ank . . 
And despite Mr Meles’ 
blunt rejection of the land 
tenure reform that most 
experts say is needed to 
increase food production, the 
government successfully 
appeals for food aid year 
after year, admonishing the 
donors if they are late in 
responding. 

How do they get away 
with it? If part of the answer 
lies in the world’s memory of 
the horrors of the 1984 fam- 
ine. it also can be attributed 
to the personality of Ethio- 
pia’s prime minister persua- 
sive. articulate and deter- 
mined. 

The comparative isolation 
of the country may also be a 
factor. Not a angle foreign 
journalist is based here and 
until a recent U-turn, the 
visa regime discouraged vis- 
its by correspondents based 
abroad- Thus, neither donors 
nor government are sub- 
jected to the same intense 
media scrutiny as other aid 


recipients such as Kenya or 
Uganda. As a result, some 
critics believe too close a 
relationship has blossomed 
between Ethiopia and Its aid 
partners, notably the World 
Bank. 

Whatever criticisms Mr 
Wolfensohn may have made 
about government policy in 
private, in public he could 
not have been more support- 
ive. As a result, the govern- 
ment has been allowed to 
proceed, at its own pace. 

Consultation outside the 
ranks of the ruling party sel- 
dom takes place. Instead, the 
party remains secretive, 
laborious in decision-ma kin g 
and slow to respond, with 
noithw its policies nor the 
speed at which they are 
implemented coming under 
effective outside challenge. 
Opposition parties boycotted 
the 1995 elections, claiming 
that intimidation made free 
and fair campaigning impos- 
sible. The result is that all 
but a handful of the 546 
members of parliament 
belong to the EFRDF. Many 
Ethiopians also argue that 
decentralisation, a key part 
of the EPKDF manifesto, 
does not provide the checks 


and balances it might So far 
regional administrations 
c jcom carefully monitored by 
the EPKDF, with critics say- 
ing central government is 
myin+aintng proxy controL 
The donor’s indulgence 
owes much to the awareness 
that as Mr Meles put it 
Ethiopia “lives in a tough 
neighbourhood". 

Neighbouring Somalia is 
ctfn in chaos, Sudan's war 
drags on and the assassma- 
tion attempt on Egypt’s 
Hosni Mubarak at the 1995 
Organisation of African 
Unity summit in Addis helps 
explain the government’s 
often heavy-handed 
approach to security. 

But if Ethiopia is to meet 
its target of 8 per cent 
growth and break away from 
its reliance on international 
charity, foreign investment 
is the key. “Our message to 
investors is: the reform pro- 
cess is irreversible and their 
money is safe here not only 
because there is peace and 
stability hut because we are 
committed to seeing through 
macro-economic reforms,” 
says a senior government 
pffiHal- TO charges of Inflex i - 
bility, he points to the gov- 


ernment’s readiness to 
change its mind, including 
its recent decision to open 
up telecommunications and 
power to privatisation and 
rescind a tough visa regime. 
This week’s forum itself 
stands as a symbol of open- 
ness and change. 

Nonetheless, the record to 
date remains modest. It 
might help if Mr Meles were 
to take a leaf out of Ugandan 
President Yoweri Museveni’s 
book, and settled cl ai ms for 
comp ensation arising out of 
the nationalisation of the 
Mengistu era. 

But above all, the process 
of reform must be speeded 
up. “The land issue should 
be reconsidered, the domes- 
tic private sector must be 
engaged in policy debate and 
the donors should adopt a 
tougher and more open 
stance," says a businessman. 

All depends on perspec- 
tive. By the yardstick of 
Ethiopia's feudal and Marx- 
ist past, the changes are 
remarkable and the glass 
half ML For those who see 
it in a regional or interna- 
tional perspective, time is 
pa ssing and the glass is still 
half empty. 
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ECONOMY * by Michael Holman 
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The acid test of 
reform will be the 
capacity to 
attract foreign 
investment 


Hardly had James Wolfen- 
sohn. World Bank president, 
ended his visit to Addis 
Ababa last December with a 
ringing endorsement of 
Ethiopia's economic perfor- 
mance than a team from the 
International Monetary 
Fund OMF) arrived in town, 
sounding a very different 
note. 

The man in charge of 
Ethiopia's biggest lender 
could scarcely have been 
warmer in his praise for 
Prime Minister Meles Zena- 
wi's “principled, pragmatic, 
market-oriented economic 
policy”. 

But frustrated IMF offi- 
cials following, in his foot- 
steps urged the government 
to fulfil the conditions of its 
three-year $115m Enhanced 
Structural Adjustment Facil- 
ity, suspended last October. 

And while Mr Wolfensohn 
was on hand to witness the 
signing of two World Bank- 
supported road and power 
projects worth $50Qm, the 
IMF mission was making 
clear that the resumption of 
its loan was dependent on 
further progress on lifting 
exchange controls, trade lib- 
eralisation and banking sec- 
tor reforms. 

If the World Bank repre- 
sents the school of thought 
that stresses how far the 
government has come in 
rehabilitating a devastated 
economy, the IMF's concerns 
- which include measures 
now taken for granted by 
most other African govern- 
ments - Illustrate bow far 
Ethiopia still has to go. 

The two approaches also 
represent alternative meth- 
ods of doing business with a 
formerly Marxist organisa- 


tion that remains deeply 
cautious about change, 
secretive in. its policy mak- 
ing and reluctant to engage 
with the private sector 
whose motives it suspects. 

Both institutions agree 
that progress since the over- 
throw of the Menglstu 
regime in 1991 has been 
remarkable. The economy of 
one of the world's poorest 
countries - its 57m people 
have an average annual per 
capita income of some J110 - 
which was ruined by war 
and mismanagement is 
being revived and restruc- 
tured. 

Tl-ade has been liberalised, 
a weekly auction determines 
the previously fixed 
exchange rate for the birr, 
the national currency, price 
controls have been lifted 
with the exception of petro- 
leum, state-owned enter- 
prises are being sold off, and 
tax holidays and other incen- 
tives are being offered to for- 
eign investors. 

Since the reforms got 
under way. backed by aid 
and debt relief worth around 
$8Q0m a year, the economy 
has grown at an annual 
average rate of 7 per cent 
between 1993 and 1997, while 
inflation has been brought 
down from 20 per cent to sin- 
gle figures. 

The greatest impact has 
been in the agricultural sec- 
tor, accounting for about 50 
per cent of GDP, and respon- 
sible for the country’s main 
export - coffee, which brings 
in two-thirds of foreign 
exchange earnings. 

Marketing boards - which 
did not give farmers a fair 
price for their crops - have 
been abolished, and services 
and inputs improved, boost- 
ing food output over the past 
five years from an average of 
6m tons a year to more than 
10m tons. 

Donors regard this as an 
administration refreshingly 
free of the high-level graft 
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that has disastrously under- 
mined reform programmes 
in many an African state. 
Yet Ethiopia remains chroni- 
cally dependent on food aid, 
a fact only partly explained 
by unreliable weather condi- 
tions. 

Many aid officials main- 
tain that the country’s food 
deficit is partly a result of 
the government’s failure to 
introduce a freehold land 
tenure system, supported by 
irrigation projects, in order 
to encourage commercial 
agriculture. 

Instead, it pursues what 
one local analyst calls "an 
overly populist, fertiliser- 
based peasant agriculture 
extension programme . . . 
hopelessly at the mercy of 
the weather". 

And while couched less 
bluntly, land tenure was just 
one of the Issues raised by 
Alassane Ouattara, deputy 
director of the IMF, during a 
recent visit. 

Tile list of issues included 
reform of the banking sector, 
a call to end the government 
imposed ceiling on interest 
rates, further reduction of 
tariff barriers that remain 
above the regional average, 
and more openness on gov- 
ernment policy. Although 
the government has refused 
to budge on land tenure, it 
has moved some way to 


address these concerns. 

In January the National 
Bank of Ethiopia, the coun- 
try's central bank, abolished 
the ceiling on lending rates 
charged by commercial 
banks, while a revised 
investment code will soon 
open up telecommunica- 
tions. large scale power gen- 
eration. and the defence 
industry to private inves- 
tors, domestic and foreign. 

While the moves have 
been welcomed, they are 
unlikely to be enough to lead 
to an early resumption of 
the loan agreement, essen- 
tial if Ethiopia is to Qualify 
for additional relief on its 
$5.2bn external debt. 

The test of reform will be 
the government's capacity to 
attract foreign investment, 
essential if Ethiopia is to 
realise its mining potential, 
exploit tourist sites that 
could rival anything the rest 
of Africa offers, and develop 
an agro-industrial sector. 

So far the results have 
been modest - around $200m 
a year, according to one esti- 
mate, with the bulk of that 
accounted for by MIDROC 
Ethiopia, the conglomerate 
owned by the Saudi Arabia- 
based businessman. Sheikh 
Mohammed Hussein Al- 
AmoudL 

For those would-be Inves- 
tors who do not have Sheikh 
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Al-Amoudi's personal com- 
mitment to the country - 
one of his parents is Ethio- 
pian - part of the explana- 
tion lies in the weak infra- 
structure, a cumbersome 
bureaucracy, and a domestic 
market which while large is 
impoverished. 

Leading businessmen and 
senior aid officials argue 
that much more could be 
done to improve the invest- 
ment climate. One senior 
economist can hardly con- 
ceal his bewilderment at the 
government's reluctance to 
relax exchange controls, 
matching reforms already in 
place in regional competitors 
for Investment such as 
Kenya and Uganda. 

“When government offi- 
cials say they fear capital 
flight. I'm Inclined to ask 
‘What capital?" - he says. 

At the heart of the govern- 
ment's reluctance to follow 
through with the free mar- 
ket reforms it has launched, 
suggests a western diplomat, 
lies a lack or confidence that 
seems incongruous in an 
administration otherwise so 
focused in its aims. 

Trusting its own domestic 
investors not to send their 
money elsewhere will pro- 
vide potential foreign inves- 
tors with a welcome signal 
that Ethiopia is a worthy 
recipient of their capital. 


INVESTMENT 


privatisation 


Quicker change needed 


Like so much in Ethiopia, 
current investment and 
privatisation initiatives are 
beset by contradictions. 
There is little doubt that 
the authorities are now 
committed to deepening 
market reforms, while 
promoting both domestic 
and foreign Investment. 
Indeed the success of the 
government's broad 
economic strategy of 
"agricultural development 
led industrialisation" 
rADLI) is dependent on 
attracting private 
investment into regional 

agricultural processing. 

The Ethiopian Investment 
Authority (EIA' licenses all 
foreign investors, and those 
domestic investors 
Intending to execute 
projects in regional states 
which do not have their 
own investment bureaux. 
With a view to acting as a 
one-stop shop for foreign 
investors, the EIA liaises 
with relevant ministries, 
regional states, which 
retain responsibility for 
land allocation, and the 
Ethiopian Privatisation 
Agency (EPA). established 
four years ago to privatise 
more than 200 public 
enterprises. 

To the visitor, the rash of 
garish advertisements on 
Addis Ababa's roads and 
<the still state-controlled) 
television suggest an 
Investment boom. Yet 
despite political 
commitment (the EIA and 
EPA report directly to the 
prime minister's office), and 
an investment code which 
was liberalised again in 

1996, actual implementation 
rates for new investments 
remain low. 

In the five years to 1997 
the EIA approved 3,500 
investment projects with a 
total capital of 27bn birr. 

Yet only 700 of these 
projects, worth 5bn birr 
were operational in late 

1997. Notwithstanding 
growing interest among 
foreign investors over the 
last 12 months, realised 
foreign direct investment to 
date remains pitifully low. 
The EIA has registered only 
63 FDI projects, with a 


value of under $0.5bn, and 
of these the bulk belong to 
just one company, the 

Ethiopian-Saudi MQDROC 
conglomerate which has 
extensive investments in 
property and mining. Last ^ 
year it purchased Ethiopia's 
principal gold mine at Lega 
Detnbi for 4175m, the 
largest privatisation to date. 

The bulk of those 
investments implemented 
are concentrated in the 
Addis Ababa region, 
suggesting that deregulated 
investment will reinforce, 
not reduce Ethiopia's 
regional inequalities (90 per 
cent of all non-agrtcultural 
employment is concentrated 
around the capital). 

Domestic businesses 
identify three barriers to 
investment: 

The underdeveloped 
financial sector has 
inhibited both the raising of 
commercial loans and 
formation of joint-stock 
companies. Financial 
liberalisation has been 
slow, the five fledgling 
private banks remain 
dwarfed by the state-run 
Commercial Bank of 
Ethiopia, and interest rates 
were partially deregulated 
only In January, 

All land remains under 
state control. Access to land 
for investment purposes 
remains ensnared in red 
tape, particularly in the 
capital where a 
cumbersome land-lease 
system operates; 

Confusion over urban land 
and rent policies has 
aggravated private sector 
accusations that 
bureaucrats are wedded to 
their old state-socialist 
ways and that policy 
m aking r emains far from 
transparent Heavy-handed 
Implementation of 
commercial rent rises 
triggered a strike by 
shopkeepers in AdcUs Ababa 
last May, prompting police 
intervention and arrests. 
Such tactics deepened 
divisions within the 
chamber of commerce, 
undermining domestic 
investor confidence. 

Despite disquiet at home, 
the government has 


embraced private swtof - 
trade and investment , •• 
promotion abrcw^fesmess 
delegations accompanied 
the PM to Kuwa^thefar 
east and Kaly. Inwarl - ' ; 
Investment is steadily: ... 
growing. Predidablj; 
mining has attracted ti^ 
most interest, with Italian, 
Saudi and Canadian / 
companies mvestihg r m' - 
gold, geihstonesmad base 
metals. With 57m potential 
consumers, beverage, food, 
and garment sectors, Offer 
promising manufacturing . 
investments. In t9i97 French 
and South African ■' 

companies unveiled plans , 
far new breweries and an 
Italian textile facfcc^is to 
be established in Gbhdar. 

This year ■wiB.be decisive 
in determining the pace mid 
scope of future investment. 
In January, Meles-Zenawi, 
the prime minister, ;•- 
announced thatfbraigh ■ 
investment in energy ahd 
telecommunications Would : 
now be allowediThis '■ . 
s ignifican t policy reversal 
promoted speculation that " 
the financial sectaiynow 
closed to foreigners, might 
be further deregtflatecL 
Privatisation is a&bfeet to 
move up a gear. Of the -168 
units sold to date, .most- 
ha ve been smafl^and; ; 
medium-sized companies, / 
notably hotels, Shops' and . , 
tanneries. Over the next ' ' 
four years, 115 remaining „■ 
public enterprises will be 
sold. With managerial and 
financial autonomy 
consolidated, most are 
profitable. Negotiations 
over joint ventures in . 
tobacco and breweries are 
under way and enterprises 
in Ethiopia's integrated 
plantation agriculture, 
textile and food processing 
sectors appear set to attract 
foreign buyers. • 

With incentives and a / 
capable administration fa 
place, the experiences-of. 
new foreign inveetbra and: 
Ethiopia's private sector 
during the privatisation 
programme wifi, be crucial 
to the country’s economic 
transformation. 
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W^BBE MUil&lt fl — ELES ZEHAWI • by. Michael Holman and Mictieia Wrong 

Marxist comes to market 


Building 
private-sector 
wealth is a new 
concern for the 
prime minister 

Question; You had a 
reputation as an Albanian- 
style Marxist Now you have 
embarked on market-driven 
reform. Is your heart reaiiv 
in it? 

Answer: I have never 
believed in sharing poverty 
but I have always felt wealth 
should be shared as equita- 
bly as possible. What I've 
come to realise is that pri- 
vate-sector driven economies 
are the only viable sources 
of creating wealth, and 
unless you create wealth you 
cannot share it The pro- 
gramme we are currently 
undertaking Is the only real- 
istic option. 

Q: But you still seem to have 
some reservations about the 
role of the foreign investor. 
In the privatisation pro- 
gramme, certain areas have 
been declared off-limits or 
only recently opened up. 

A: Foreign direct investment 
is critical in supplementing 
local efforts but cannot 
replace them. 1 don't believe 
that without creating a 


vibrant private sector 
locally, you can make good 
use of foreign investment 
To the extent that we felt we 
needed a little protection 
here and a little protection 
there for -local investors to 
develop, we have restricted 
some areas, primarily in the 
small business sector, 
ft Why the delay in privatis- 
ing tal pram mn wire H fir's 

are you satisfied you have 
opened up sufficiently? 

A: Our main fear was that a 
private sector operator 
would be interested fa the 
bottom line and would not 
be eager to expand the ser- 
vice to the rural areas. But 
we came to realise technolo- 
gies are now available that 
make it possible for private 
operators to provide telecom- 
munications in even remote 
areas. Telecomm uni cations 
requires high rflpQg manage- 
ment, and therefore we need 
a strategic partner. 

Q: With hindsight, do you 
wish yon had done it sooner? 
A: No. We needed time to 
convince ourselves this was 
the right policy. If problems 
emerge we will have nobody 
to blame but ourselves. 

Q; Your agreement with the 
IMF has been suspended. 
Where do relations stand? 

A: We have always claimed 


copyright over our reforms 
and resisted pressure tram 
outside when it has come to 
either content or pace. I 

think we’ve done ppnngh to 

show we’re committed .to the 
reform programme. If inves- 
tors have to see the IMF 
standing behind us, then 
they have no confidence in 
us. We had a hiatus a while 
ago of about a year. Now 
there is a mission in town 
and we believe we are patch- 
ing things up. By the middle 
of the year we expect ESAF 
to resume. 

Q: What are the features of 
the new investment code? 

A: We will be opening up a 
tow sectors that were not 
previously open to private 
foreign investment telecom- 
munications, power, defence 
industries - not the airlines 
now. We’ve been improving 
the tax regime for many 
years, but I believe there 
may still be room for 
improvement There is a 
debate in the government 
over whether tax holidays 
are the way to go. So we 
may not increase tax holi- 
days but reduce tax rates. 

Q: How do you respond to 
complaints about the lack of 
adequate compensation for 
nationalisations of the past? 
A: For me it is an academic 


issue. I didn’t nationalise 
property, Mengistu did. In 
some cases some compensa- 
tion had already been paid. 
We are trying to revitalise 
institutions Mengistu set up 
to deal with the problem. 
But we have a hast of issues 
to deal with and we have to 
prioritise. 

Q: Your policy an land ten- 
ure makes private ownership 
impossible. Isn’t that an 
obstacle to development of 
the agriculture sector? 

A: We have hundreds of 
thousands of hectares of 
uncultivated land. When the 
private sector comes and 
says to me "your policy is 
not working' after this land 
has been exploited. I'll recon- 
sider. There is also an ele- 
ment of social security 
involved. When rains toil, 
peasants can be desperate 
enough to sell their prop- 
erty. What do we do with 
these people once they 
descend on the towns? We 
need the peasants on the 
land to restart the economy. 

But it’s true that in the 
urban areas we need to 
improve the leaseholding 
system. 

Q: Most recent foreign 
investment comes from a 
single individual. Sheikh 
Mohammed Hussein Al-A- 


moudi. Does that worry you? 
A: The investor you mention 
knows this country and 
people well and has a com- 
mitment many other foreign- 
ers don’t have. 1 see him as a 
pioneer opening the area up. 
Others w£Q come, but like 
every endeavour you have to 
have the scouts first When 
they report good news back, 
the others go in. He may be 
big now when the reconnais- 
sance team is the only one in 
town, but he may not be so 
dominant when the big 
league arrives. 

Q: Concern has been 
expressed about the role 
foundations associated with 
the EPRDF play in business. 
Do these companies enjoy an 
unfair advantage? 

A: their initial capital was 
obviously contributed by the 
EPRDF. But once formed, 
these foundations operate as 
independent entities. We 
think they can help create a 
dynamic private sector, espe- 
cially in areas which are not 
immediately profitable. Yes, 
corruption in the system 
could open up the risk of 
these institutions being 
favoured, or, for that matter, 
other organisations. To the 
best of my knowledge none 
of these foundations have 
been involved in buying gov- 
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eminent assets or the bid- 
ding process. That is not an 
accident 

Q: Your h uman rights 
record, including a crack- 
down on the press, has come 
under criticism. Have you 
become an autocrat? 


A: We feel freedom of the 
press is critical to the devel- 
opment of healthy polity. 
But incitement to violence 
or ethnic hatred, whether by 
the press or other means, is 
trespassing and we will take 
them to court. As for the 


POLITICS • by Michela Wrong 

One-party 

culture 

lingers 


A federal 
structure is acting 
as a safety valve 
on pressures for . . 
secession 

Asked his nationality, the . 
artist looked uncomfortable. 
“Well, my mother is Amhara 
and my father is Oramo. But 
in my heart, 1 will always 
fed Ethiopian. I know I am 
no longer meant to say that, 
but it ’s , the truth." _ 
InirodaaA m iflM , the fed- 
eral constitution adopted by 
the Ethiopian People’s Revo- 
lutionary Democratic Front 
(EPRDF) that ousted the 
Dergue regime may have 
been bailed abroad as a 
brave political experiment. 
But it has never gone down 
weQ in the capital. 

For a bourgeoisie that has 
felt sidelined since guerrillas 
from the north seized con- 
trol, the decision to carve up 
the country on ethnic Hues 
has been a deep source of 
bitterness. But th e ir worst 
predictions have not come 
true, despite legislation 
granting the nine regions 
the right to secede on 
request, Ethiopia remains 
intact. i 

For . the EPRDF Ideologues 
who helped draw up the con- 
stitution, this is .proof of the 
success of their . drive to 
transform Ethiopia from the 
centralised state it was 
under both Haile Selassie 
and the Dergue to a republic 
of federal regions with 
devolved powers. 

Notwithstanding^ hiccups 
caused by the shortage of 
trained staff ava^able in 
tor-flung regions, they 
believe the s ys te m has suc- 
cessfully defused tons' 011 ® 
latent in a countryjWith 82 
ethnic groups and many sep- 
aratist guerrilla movements. 

“Pressure for secession 
has abated to the legions." 
says Dawit Yohannea parlia- 
mentary speaketJ. Ojjr 
readiness to go back? to the 
draw tog board has fed to a 

redaction in the desire to 
create independent gates. 
Sceptics offer a ritral mter- 

pretotion, pointiag to 

presence in theje^ons^ 
the Tigray Feopks Libera- 
tion Front 
brains within tb$ 

Despite tbeir 


office, tney - 

dispwportionatei say *n 

regional affairs* 

TUey.point tojte thm- 


sands tu — * ... 

Sutants of fen**} 
groups to.Oromiy^^a^ 
amS I regions as evidence 

that the 

taneoosfly trying to 
agreements 

tralise what l^.^J 

fcteles Zenawi dubs me etn- 
nie f * w * 1 bomb”. " 

“This federalism^ Mere 
window-dressing. _•**£ 

Bcyene Petros, be^ °t 

KSU c-wff-j 

tion grouping- 

“Sng m.Ss indirrf:^^ 

the centre;*™** 

♦ho only part c£ ^political 
spectrum alffictetjby a gap 


between appearance and 
reality. Although nominally 
Ethiopia enjoys a multi- 
party system, the leadership 
presents the outside world 
with an opaque wall of uni- 
formity redolent of the one- 
party culture. If factions or 
policy disputes exist, they 
are. rarely exposed. 

“These are people who 
spent very difficult years 
together. Many of them owe 
their lives to each other," 
says a. diplomat “They form j 
a tight-knit group which 
doesn’t care about explain- 
ing itself to outsiders, or. 
intermingling with other 
Ethiop ians." 

The EPRDF dominates an 
inexperienced parliament, 
which critics regard as a 

rubber-stamp authority for 
decisions already taken 
behind closed doors by the 
TPLF leadership. Blame for 
that dominance can cer- 
tainly be laid at the feet of 
the opposition, which boy- 
cotted the 1995 elections. But 
the boycott was triggered by 
harassment by government 
officials and security forces 
in the electoral run up. 
Many observers felt that 
made a free vote impossible. 

When new polls are staged 
in the year 2000 another boy- 
cott is possible. Mr Petros 
says the experiences last 
December, when his party 
managed to field only 24 of 
the more than 100 candidates 
it put forward for district 
elections, convinced him a 
supposedly independent elec- 
tion board still has the rul- 
ing party’s interests at heart. 

“We were hoping that 
after declaring victory to the 
pjP TftTPng the EPRDF would 
feel more confident and open 
up, but we really don’t see 
much change," he says. 

Since the marred 1995 elec- 
tions, the government’s 
human rights record has 
continued to come under 
attack from Amnesty Inter- 
national and other rights 
organisations. A leading 
member of the Ethiopian 
Teachers’ Association, seen 
as a subversive or ganisatio n, 
was shot dead by police last 
July. Journalists from the 
opposition press are arrested 
and taken to court. Non -gov- 
ernmental organisations are 

tightly reigned to- 

$uch abuses prompt sur- 
prisingly little protest from 
foreign donors, which appear j 
to have decided that the j 
EPRDF*s determination to I 
improve living standards 
and Ethiopia’s strategic j 
importance as a friendly 
country in a region of gov- 
emmental basket-cases ins- 
til a muted response. 

Even in the resentful capi- 
tal, a yw«i*r calculation is 
being made by a broad spec- 
trum of Ethiopians, read}’ to 
accept what many regard as 
a ghawi in return for psace, 

overwhelmingly precious 
after years of instability- 

“At heart, the EPRDF are 
not democrats - sajs alaw- 
ver active in politics. Tie; 
pretend to He to plea* 
am governments, but with 
nc they use the stick. Im 
happy to accept that PiJ 
fence, because there is 
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other charges, these human 
rights organisations work by 
receiving allegations they 
have not got the institu- 
tional capacity to check. 
Once published, these allega- 
tions become treated as fact. 
But if there are violations, 
they never be systematic 
and we will do all we can to 
improve the situation. 

Q: Has the new federal con- 
stitution been a success? 

A: How can a centralised 
state be the best way of man- 
aging affairs in Ethiopia? By 
centralising you inevitably 
tty to homogenise and then 

the (secessionist) time bomb 
explodes. We are facing 
problems in- some areas 
where regional governments 
are not proving up to the 
teak and we’re supplement- 
ing their role. But we do not 
want central government to 
be drawn Into micro-manag- 
ing the regions. 

Q: The private sector com- 
plains at being left out of 
policy debate. Do . you con- 
sult them sufficiently? 

A: Our policy is discussed at 
party conferences and meet- 
ings. Maybe businessmen 
are not active members of 
our party and we need to 
improve links. Recently we 
experimented with meeting 
the private sector and to my 
pleasant surprise they gave 
us ideas we hadn’t had 
before. So we agreed that the 
movement should take the 
private sector seriously as a 
critical partner, whatever 
their political preferences. 
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TOURISM • by Michgla Wrong 


AGRICULTURE • by Michela Wrong 


Travel through 


the time warp 


Visitors can 
rediscover the 
destinations of 
Victorian 
adventurers 


Inside the church, carved - 
according to legend - by 
angels from solid rock, 
white-robed worshippers 
raised their staffs and 
pounded them rhythmically 
on the ground. Humming a 
chorus of hallelujahs, they 
bent and swayed in the 
gloom as though hypnotised 
by the fragrance wafting 
from the incense-burners. 

The Sunday morning hill- 
side scene could have been 
staged at any time in the 
last 800 years. But if Lalibe- 
la's 13th century rock-hewn 
churches seem stuck in a 
mystical time warp, the des- 
tination itself is being 
nudged relentlessly into the 
20th century. 

The airstrip was recently 
tarmached, a new terminal 
is being built In the searing 
highlands heat, a local hotel 


owner was last week the 
first Lalibela resident to 
boast a working television 
and it is now possible to put 
telephone calls through to 
Addis Ababa. 

The changes - with the 
exception of the television - 
are an part of a government 
drive to start tapping a 
unique tourist potential 
allowed to languish during 
decades of civil war and hos- 
tile Marxist bureaucracy. 

If Victorian adventurers 
were already Familiar with 
the obelisks of Axiom - site 
of the Queen of Sheba’s 
empire and supposed resting 
place of the Ark of the Cove- 
nant - the castles of Gonder 
and Ethiopia's lakes and 
mountains, tbe paperwork 
imposed on travellers by the 
Dergue and tbe nationalisa- 
tion of the industry helped 
push tbe sector to near- 
vanishing point, 

Now the authorities are 
bat tling to undo the damage. 
“The government is pump- 
ing money into the air fields 
and road network,” says 
Yusuf Abdullah Sukkar. 


tourism commissioner, reel- 
ing off a list of terminals and 
runways being upgraded or 
built from scratch at key his- 
torical sites. 

The aim, he says, is to 
raise visitor arrivals, which 
touched 115.000 last year, to 

between 180.000 to 200,000 by 

2000. compared with the 
74,000 peak experienced dur- 
ing the socialist era. 

To that end, Ethiopia is 
being marketed aggressively 
abroad in an attempt to wipe 

out off-putting associations 
of warfare and famine, Ethi- 
opian Airlines is stepping up 
the foreign destinations it 
services, while the number 
of western airlines flying 
into Addis Ababa's Bole air- 
pert is slowly rising. 

A vast new Sheraton near- 
ing completion on a hillside 
in central Addis is a sign of 
the potential seen by at least 
one investor for attracting 
Middle Eastern visitors. 

Dreary government hotel 
chains are simultaneously 
being offered for sale. If the 
state-owned National Tour 
Operation remains the back- 



Big ideas 
and plans 
for farmers 


El Nino was a 
temporary hiccup 
in an impressive 
drive to combat 
hunger 


Lafibela's I2*h oentury rock-hewn churches, dubbed *the eighth wonder of the world' *****«» 


bone of the industry, it aow 
faces competition from 106 
private travel agencies and 
ticket operators, while a cou- 
ple of domestic operators are 
finally challenging Ethio- 
pian Airlines on local routes. 
There is still a long way to 
go. If the number of tourist- 
quality beds in the country 
has increased by 50 per cent 
since the Dergue. the foyers 
of even three-star hotels nev- 
ertheless carry notices giv- 
ing electricity and water cut 


off times. The kind of com- 
modities many tourists 
regard as vital are often 
unavailable outside tbe capi- 
tal and air flights can be 
subject to fuel shortages. 

With the various organisa- 
tions now working in 
co-operation, Mr Yusuf 
hopes that remaining ves- 
tiges of a bygone era. such 
as currency declaration 
forms and laborious visa pro- 
cedures. will soon be phased 
out. He would like to see 


visas issued on arrival, 
allowing Ethiopia to be con- 
veniently tagged on to the 
itineraries of tbe hundreds 
of thousands visiting neigh- 
bouring Kenya. 

“Seventeen years of social- 
ism kills motivation, enter- 
prise and efficiency," he 
says. “Now we are waking 
up, but these problems can- 
not be solved in one day. At 
the momeat mass tourism is 
not yet an option. We do not 
have the logistical capacity.” 


BUSINESS GUIDE • by Michela Wrong 


Chicken is coming out of its shell 


Commonplace 
items can often 
only be found in 
the capital, so be 
prepared 


“Slowly, slowly, the egg 
begins to walk,” runs an 
Amharic saying. One 
chicken struggling to emerge 
from its shell is Ethiopia's 
relationship with foreign vis- 
itors. 

The chaos and venal short- 
cuts on offer at many an 
African airport are refresh- 
ingly absent at tbe revamped 
Bole terminal, where queues 
are neat and the authorities 
both polite and thorough. 

But Ethiopia remains one 
of the few nations on the 


continent requiring currency 
declaration forms to be filled 
in on arrival and a tedious - 
and usually unsuccessful - 
attempt made on departure 
to tally battered blue form 
with torn exchange receipts. 
Laptop computers should be 
registered, although this 
rule is being applied with far 
less rigour. 

Anyone flying Ethiopian 
Airlines, which was once a 
favourite hijacking target for 
frustrated political activists, 
should also be aware that 
batteries and nail scissors 
are all regarded as poten- 
tially dangerous objects, to 
be confiscated for return at 
the end of the flight. 

Despite its recent growth 
rates. Ethiopia remains a 
desperately-poor country. 


For the visitor that means 
meals, middle-range hotels, 
internal flights, taxi hire and 
a rich array of souvenirs 
come cheap. But the corol- 
lary is tbe persistent “Mis- 
ter, mister' chorus from the 
beggars drawn by the 
glimpse of a foreign face. 

It also means that items 
many would regard as com- 
monplace - sun cream, insect 
repellent for the skin, cam- 
era film and anti-diarrhoea 
pills - can often only be 
found in the capital. 

Tbe beige Mercedes taxis 
owned by the National Tour 
Operation are happy to drop 
you anywhere, but as state 
employees on fixed salaries, 
drivers usually show little 
enthusiasm for being rented 
by the hour or day. For this. 


try the rickety blue and 
white private taxis. Tbe ride 
from the airport to the cen- 
tre of town costs 40 birr. 

Communication can be a 
problem. The English spoken 
by secretaries and switch- 
board staff can be as rudi- 
mentary as the interlocutor 
is friendly, while tbe older 
generation of Ethiopians is 
more likely to be fluent in 
Italian. In meetings, busi- 
ness cards are de rigueur. 

In the absence of an 
up-to-date telephone direc- 
tory, it may be worth buying 
the business phone book 
published by the Chamber of 
Commerce. Western embas- 
sies can also provide nation- 
als with their own lists of 
key numbers cm request. 

Once limited to the Hilton. 
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with its extraordinary ther- 
mally-heated swimming 
pool, tbe list of top-of-the- 
range hotels is about to 
receive a massive addition in 
tbe form of the Sheraton, 
which will boast 25*5 air-con- 
ditioned rooms, a ballroom 
and seven restaurants by the 
time it is completed. 

But the capital also has 
many more moderately- 
priced hotels such as the 
Ghion or Wabe Shebelle. 
though those owned by the 
government often bear the 
unmistakeable imprint of 
public management. 

Ethiopia has a sophisti- 
cated domestic cuisine and 
the Lalibela, Wabe Shebelle. 
Hilton, Sboa and Karamara 
offer the traditional sour 
pancake bread, tej (honey 
mead), shoulder-jigging 
dancers and coffee-drinking 
ceremony. The charming 
Castelli's offers superb Ital- 
ian antipasti and sea food. 

For weekend excursions, 
the breathtaking rock-hewn 
churches of Lalibela. monas- 
teries of Lake Tana or cas- 
tles of Gonder are all about 
an hour’s flight from Addis. 
But such proximity can be 
deceptive: flights are heavily 
booked and if the return is 
not confirmed your stay may 
prove longer than antici- 
pated. 

The two hours recom- 
mended for domestic flight 
check-ins are no empty 
request: with body and lug- 
gage searches, it takes a long 
time to get through airports. 
Tax for domestic flights is 10 
birr and $20 for international 
flights. 

While credit cards are 
used in tbe leading hotels 
they are not widely accepted 
outside Addis Ababa so take 
either cash or traveller's 


cheques. As for shopping, 
remember that truly antique 
bibles. icons or scrolls will 
need an official certificate 
from a National Museum 
expert before they are 
allowed out of the country. 
Useful numbers: < interna- 
tional code 251*11: 

□ Government: 

Prime Minister's office: 
552044; Finance Ministry: 
552400/552014: Ministry of 
Economic Development: 
552800; Ministry of Agricul- 
ture: 152816: Ministry of 
Mines: 518350/157413; Minis- 
try of Trade and Industry: 
518025: Ministry of Transport 
and Communications: 
518292: 

□ Business: 

Coffee and Tea Authority: 
518088: Ethiopia Chamber of 
Commerce: 518240: Addis 
Ababa Chamber of Com- 
merce: 518055/513814: Privati- 
sation Agency: 151270/150370: 
Investment Authority: 
510033/153432: Tourism Com- 
mission: 517470. 

□ Banking: 

National Bank of Ethiopia: 
517430; Commercial Bank of 
Ethiopia: 515004; Develop- 
ment Bank of Ethiopia: 
511188/9; International Mone- 
tary Fund: 511411; World 
Bank; 514200. 

□ Embassies: 

US embassy: 550666; British 
embassy: 612354: Italian 
embassy: 553042; French 
embassy: 550066; European 
Union mission: 612511: Saudi 
Arabia embassy: 710303. 

Q Hotels: 

Hilton 518400, fax 510064; 
Sheraton 517138. fax 514029; 
Ghion 513222. fax 510278: 
Wabe Shebelle 517187. fax 
518477. 

□ Airlines include: 
Ethiopian Airlines; 512222/ 
612222; Air France: 519044. 


Prime Minister Meles 
Zenawi is not a man to do 
thing by halves. 

When the Japanese 
humanitarian foundation, 
Sasakawa-Global 2000, drew 
up plans to teach 9,000 Ethio- 
pian smallholders how to 
double or triple their har- 
vests, they were told to 
think bigger. “'The govern- 
ment told us *we don’t want 
a programme for thousands 
of fanners. We want one for 
hundreds of thousands"’ 
says Marco Quinones. Sasak- 
awa's regional director. 

The exchange reflects the 
obsession that has driven 
the Ethiopian People’s Revo- 
lutionary Democratic Front 
(EPRDF) since its inception. 
Improving living standards 
for Ethiopia's peasant popu- 
lation, trapped in medieval 
poverty, lies at the heart of 
the party’s policies. 

The credo is rooted in 
painful experience. The 
TPLF. core of the EPRDF. 
was bom in Tigray. a region 
particularly badly hit by the 
country's recurrent 
droughts. If the famine of 
1984 and 1985 shocked the 
world, it is seared forever on 
the memory of Ethiopia’s 
leadership. 

While some African coun- 
tries mouth platitudes about 
agriculture’s importance, the 
EPRDF has often risked the 
wrath of donors in its deter- 
mination to introduce poli- 
cies it believes put the peas- 
ant first 

Much of that effort has 
gone in strengthening one of 
the world's most sophisti- 
cated hunger prevention 
schemes. The Disaster Pre- 
vention and Preparedness 
Commission (DPPC) issues 
early warnings, draws up 
details of afflicted areas and 
estimates levels of donor aid 
needed. While droughts can 
never be averted, the aim is 
to limit their impact on 30m 
people living on a knife-edge. 
That involves improving irri- 
gation, terracing land to halt 
erosion, upgrading roads so 
that areas with surpluses 
can sell to deficit regions 
and building up reserves. 

“Under the Dergue 
reserves were 50.000 tonnes," 
says Simon Mechale. DPPCs 
head. “Now they stand at 
over 300.000 and we hope to 
raise them to 400.000.” 

The campaign also 
involves Increasing the pro- 
ductivity of smallholdings 
whose fertility has leached 
away over the decades. 
Sasakawa's workers demon- 
strate how a combination of 
fertilisers, new seed, pest 
control and farming tech- 
niques can transform har- 
vests. The programme now 
involves 583,000 farmers and 
will be extended to embrace 
2m to 3m this year. 


Results of the various poli- 
cies have been striking. Food 
production has gone from 
6m tonnes five years ago to a 
bumper 11.7m in 1996/97. For 
the first time in its history 
Ethiopia last year exported 
food. 

Simultaneously, the coffee 
sector, which accounts for 
two-thirds of exports, has 
been liberalised. The grow- 
ing number of private mer- 
chants has led to better 
prices for the farmer and 
helped trigger higher pro- 
duction; exports last year 
were a record L97m bags. 

Recent months have 
blunted the good news. The 
El Nino weather phenome- 
non has brought first poor 
rains and then flooding, dev- 
astating the sector. “Had It 
not been for the weather, 
Ethiopia would have had 
another year of surplus.” 
says an agriculture expert. 
“Climactic factors have 
reduced production by 30 per 
cent” Tbe DPPC now esti- 
mates that 570,000 tonnes of 
emergency food will need to 
be distributed to 4.2m 
affected people. 

El Nlfio appears a tempo- 
rary hiccup in an otherwise 
impressive drive to combat 
hunger. But if Ethiopia is to 
stretch beyond mere sur- 
vival and achieve its ambi- 
tion of “agriculture-led 
industrialisation”, most ana- 
lysts believe the government 
is going to have to rethink 
its philosophy. 

Enshrined in the new con- 
stitution is the principle of 
state ownership of tend, a 
step taken in reaction to the 
days when idle Ambara nob- 
lemen owned vast estates 
worked by feudal serfs. The 
EFRDF’s fear was that if pri- 
vate ownership was allowed, 
peasants would be forced to 
sell up in times of hardship 
and drift to the cities, form- 
ing a jobless underclass. 

The land tenure system 
effectively traps rural dwell- 
ers on the land, creating an 
immobilised working force 
whose plots get smaller with 
each successive generation. 
Production levels on farms 
that often measure less than 
a hectare can only rise a lim- 
ited amount. Economies of 
scale are ruled out. Although 
in theory commercial farm- 
ers have permission to lease 
plots, the paperwork can 
deter most entrepreneurs. 

So far the experts’ argu- 
ments have made little dent 
on the EPRDF's position. 
“This is a pro-peasant move- 
ment." says an economist. 
“They would regard chang- 
ing their stance on the 
agrarian issue as selling out 
everything they believe in.” 

But many analysts believe 
a policy U-turn is inevitable. 
“You cannot make agricul- 
ture a viable enterprise by 
fanning half a hectare.” says 
Mr Quinones. “Farms must 
be consolidated into 5-10- 
hectare plots. To do that 
fanners must be able to sell 
up and you must have pri- 
vate property." 
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FOREIGN POLICY • by Patrick Smith 


Calculated diplomacy 


Addis Ababa 
skilfully exploits 
the fact that it 
provides a home 
for the OAU 


for global 


business 
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Foreign policy is calculated 
and calibrated much more 
carefully in Addis Ababa 
than in most African capi- 
tals. Having avoided foreign 
rule f apart from the five-year 
occupation by the Italian fas- 
cists in the 1930s) Ethiopia 
has a wealth of diplomatic 
experience to draw on. That 
experience can take abrasive 
form, as the British govern- 
ment has discovered. 

Last July, the government 
demanded Britain suspend 
its aid programme after a 
human rights row. In a test 
of the Labour government’s 
ethical foreign policy claims, 
Whitehall had called for a 
public inquiry Into the kill- 
ing of teachers’ union leader, 
Assefa Mam Security men 
involved in the shooting had 
used a Land Rover donated 
by Britain as part of a police 
training programme. 

Tbe Ethiopian move came 
at some cost the British aid 
programme to Ethiopia 
peaked at £25m for fiscal 
1995-96. British officials are 
still trying to mend rela- 
tions. But the episode has 
been a striking example of 
Ethiopia’s capacity to face 
down unwelcome foreign 
involvement in what it 


regards as its internal 
affairs. 

However blunt the 
response, Ethiopia is no bull 
in a china shop. It skilfully 
exploits the fact that it pro- 
vides a home for the Organi- 
sation of African Unity and 
is seen by the US as a stable 
ally in a troubled region. 

So it was not surprising 
that Madeleine Albright, US 
Secretary of State, started 
her lO-day swing through 
Africa last December with 
an address to tbe OAU in 
Addis, quickly followed by a 
tete-a-tete with Meles Zen- 
awi, the prime minister. 

Addis Ababa was one of 
tbe first African capitals to 
endorse Washington's plans 
for a pan-African peace-keep- 
ing force - the so-called Afri- 
can Crisis Response Initia- 
tive. The two capitals also 
agree about the main threat 
to stability in the Horn of 
Africa - Islamist insurrec- 
tionary movements spon- 
sored by Sudan and Iran. 

Africanists in Washington 
regard Mr Meles. together 
with Issayns Afeworin of Eri- 
trea. and Yoweri Museveni 
in Uganda, as representing a 
new chapter in African lead- 
ership - relatively young. 
ex-Marxists who have taken 
up free-market economics. 
They are all recipients of 
some $20m of US military aid 
for defence against incur- 
sions from Sudan's Islamist 
government. 

Most of this aid is passed 


on to northern and southern 
Sudanese opposition move- 
ments operating from all 
three countries. Of the three. 
Ethiopia was initially the 
most reluctant to back what 
has become a regional pincer 
movement against Khar- 
toum. It did not want to 
encourage Sudanese support 
for Ethiopia's own Moslem 
dissidents or the secessionist 
Oromo Liberation Front 

This all changed with 
Khartoum's involvement in 
the 1995 attempted assassi- 
nation of Egyptian President 
Hosni Mubarak in Addis 
Ababa. Since then Ethiopia 
has expelled Sudanese aid 
organisations, pushed for 
OAU and United Nations 
sanctions against Khartoum, 
and openly backed Sudanese 
oppositionists. 

Despite their common 
position on Sudan, Ethiopia 
and Eritrea differ on other 
issues. Last August Eritrea, 
which achieved de facto 
independence with tbe 1991 
toppling of the Dergue, 
issued Its own currency, the 
nakfa. Until then both coun- 
tries used Uie Ethiopian birr. 
Worried about the nakfa's 
weakness, Ethiopia insisted 
that all trade with JSritrea 
must be In bard currency. 

, The row has driven up 
Inflation on both sides of the 
border and sharply reduced 
bilateral trade. Eritrea, 
which controls Ethiopia’s 
access to the two Red Sea 
ports of Assab and Massawa. 


has doubled port charges. 
However, persona] ties 
between Mr Meles and Mr 
Issayas, forged during Eri- 
trea’s 30-year struggle for 
independence, remain strong 
anc have helped defuse a 
couple of ugly incidents in 
the border zone. 

More, problematic for 
Ethiopia are relations with 
its war-ravaged neighbour. 
Somalia. Addis Ababa wants 
to kero control of its own 
Somalfspeaking region, tbe 
Ogaden in south-eastern 
Ethioila. Border clashes 

between the two countries 
broke- into open warfare in 
the lae 1970s, but in recent 
years] Ethiopia's main con- 
cern las been tbe spillover 
from the break-up of the 
Somaj state and incursions 
by a j Islamist insurrection- 
ary group. A1 Itahad. 

Eafly last year. Ethiopia 
speaheaded a peace agree- 
tnenj among warring d ans 
in Smalia but a main fac- 
tionjleader, Hussein Aideed. 
stajjd out. Egypt's success 
In binging Mr Aideed into 
the Ipeace-making process 
has bused some resentment 
In Jddis Ababa, jealous of 
whd it considers its rfghtfhl 
Ieaorsbip role in the Horn. 
Themost sensitive aspect of 
rela^ons with Egypt, how- 
ever, has yet to be tackled: 
the need for a regional 
agreanent on control and 
use o the waters of the Nile. 
Patrik Smith is editor of 
Afiitx Confidential 
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INSIDE e TRACK 




— Deutsche telekom chief executive 


Tangled lines of perception 


^ een a retched lew months but the head of the German telecoms 
9 aru remains cool, find Ralph Atkins and Frederick Studemann 



i Has Ron Sommer got his 
telephone lines terribly 
0 twisted? 

a wretched few 
months for the chief executive of 
pemsche Telekom, the German 
telecoms giant. Last year’s net 
Profit figures were at least 

DMlbn (£344xn) less than finan- 
cial markets expected. The head 
of the company's mobile tele- 
phone division and board direc- 
tor for international activities 
have both had to leave after poor 
results. The group’s shares - 
floated with a fanfare at Deut- 
sche Telekom’s partial privatisa- 
tion in November 1996 - have 
only recently crawled back 
noticeably higher than at the end 
of the first day's trading. 

New competitors are breathing 
down the neck of the former folly 
state-owned monopoly which has 
suddenly re-emerged in the eyes 
of many shareholders as an ugly 
bureaucratic monster. And 
rumours — angrily denied - have 
surfaced in the German press 
suggesting Mr Sommer, 4S> might 
have to step down. 

Yet in his stark, white-walled 
offices at Deutsche Telekom’s 
Bonn head office, there is hardly 
a bead of sweat on Mr Sommer’s 
face. Through his thick, gravelly 
Austrian accent, his tone is 
relaxed. u Germans are good at 
making themselves unhappy," he 
says. "Even when the glass is 
almost full we will discuss why 
the hell it is not 100 per cent” 

His is a different Deutsche 
Telekom to that perceived by the 
financial markets and media. 
Deutsche Telekom, he says, 
brought shareholding culture to 
Germany with its successful 
float. It has undergone "tremen- 
dous changes" since he was 
recruited in May 1995 from Sony 
Europe, the electronics group. 

The problem is that Deutsche 
Telekom - which still has the 
government as its largest share- 
holder - is such a sprawling busi- 
ness. that changes instigated by 
Mr Sommer may have simply not 
gone far enough. “It is a vast 
behemoth that has to be brought 
under control," says James 
Golob, telecoms analyst at Deut- 
sche Morgan Grenfell. 

For Mr Sommer, challenges 


have emerged on several fronts. 
First has been the fall opening 
since January l of the company's 
main home market. Deutsche 
Telekom had already lost leader- 
ship of the mobile telephone mar- 
ket to the D2 network run by the 
Mannwmann’e conglomerate in 
pflsseldorf. Since the fuH liberal- 
isation of fixed-line telephony in 
Germany a series of hew tele- 
coms companies, backed by Man- 
nesmann and other large indus- 
trial groups, have launched 
services claiming to undercut 
Deutsche Telekom by as much as 
50 per cent 

With tariffs failing Mr Som- 
mer’s plans far cost-cutting have 
appeared inadequate. He set a 
target of reducing staff by 60,000 
in six years, for fng*an«» But, 


oT iail un gm g in court - was an 
incentive for rivals to cut infra- 
structure spending “because it is 
much cheaper to get the services 
from Deutsche Telekom," com- 
plains Mr Sommer. 

Then Deutsche Telekom 
became embroiled in a separate, 
still unresolved row with the tele- 
coms regulator over the charges 
it wished to levy when customers 
contract to rival carriers. 

A third challenge has been on 
the international front A few 
days after announcing the premar 
tzxre departure of Erik Jan Neder- 
koorn. its international director, 
Deutsche Telekom revealed pro- 
visions of up to DM750m for 
lasses in south-east Asia’s eco- 
nomic turmoil. It is also thought 
to have taken losses of about 


‘You don’t take on such an 
assignment thinking this will be like 
walking on a bed of roses. You know that 
there will be very hard times’ 


says Mr Golob. “the original 
plans are not good enough 
because the new tariffs were not 
in the original plans”. 

Second has been much tougher 
than expected regulation. At the 
European level. Deutsche Tele- 
kom has freed pressure to spin 
off its extensive cable television 
business amid fears that its domi- 
nance is stifling multi-media 
development 

But far more damaging for 
Deutsche Telekom was a ruling 
last September by German regu- 
lators which set “interconnec- 
tion " rates - the prices that 
could be charged to rivals for 
connections to the network - 
well below the levels Deutsche 
Telekom had hoped for. It was a 
day engraved on Mr Sommer’s 
memory as the group’s share 
price plunged- “A day when your 
shareholders lose DMlOhn you do 
remember." 

It was a shock particularly for 
Deutsche Telekom because of the 
massive funds it has invested 
upgrading telecoms networks in 
oagtprn Germany and digitalising 
its networks. The Interconnec- 
tion ruling - which Telekom is 


DM500m at Global One. the alli- 
ance set up with Sprint in the US 
and France Telecom to serve 
international business clients. 

“Investments are bigger and its 
financial numbers are therefore 
more difficult" says Mr Sommer. 
“When Global One was originally 
designed, the needs of the cus- 
tomers were substantially less 
complicated that the needs of our 
global customers today.” But he 
stiD sees France Telecom as cen- 
tral to the group’s international 
strategy. The aim is to develop 
pan-Europe services: along with 
France Telecom and Enel, the 
Italian electricity group, it last 
month won a fixed telephony 
licence for Italy. Deutsche Tele- 
kom's long-term attitude towards 
south-east Asia has not changed 
and it is looking for expansion 
opportunities. 

For now, however, Mr Sommer 
is having to weather the devas- 
tating publicity created by the 
setbacks abroad and at home. In 
public at least, he is undaunted. 

“You don’t take on such an 
assignment thinking this will be 
like walking on a bed of roses. 
Yon know there will be very hard 


times." Rumours that he is under 
pressure to quit are “absolute 
nonsense". After all, 1997 net 
profits - even if below expecta- 
tions and earned before foil com- 
petition began - had almost don- 
bled. Mr Sommer certainly has a 
cool, German mentality that 
admits few foibles - and permits 
no public discussion of his pri- 
vate life. 

He believes Deutsche Telekom 
is in a “high speed phase” of 
cha n ge. “If you look at this com- 
pany today yon would not believe 
this was the old Btmdespost" 
Back In 1995 in directory ser- 
vices, for instance, “a very 
unfriendly voice answered. But if 
you call today, the same 10,000 
people have friendly voices, they 
ask 'what can I do for you’." A 
division once losing DMlbn a 
year is heading towards profit. 
When it comes to installing lines, 
three years ago Deutsche Tele- 
kom met less than half of orders 
within 10 days. This year, Its tar- 
get is 90 per cent in 24 hours. 

But the list of areas where 
improvements are needed seems 
endless. In sales of telephone 
equipment, Deutsche Telekom 
ran up losses of DM500m last 
year. The cable business lost 
approximately double that, 
despite haring 17.2m customers. 
Then there are 170,000 public 
phone booths which “in the 
future will be also banking termi- 
nals". And that is before he turns 
to developing an international 
strategy. 

Mr Sommer insists he will con- 
tinue to set demanding targets - 
and take the consequences when 
they are missed. “1 don’t care If 1 
have articles saying one month 
that I'm the most hated manager 
in this country and then the next 
month that rm the most admired 
manager. My task is to make this 
company successful." 

Is it an impossible task? “Mr 
Sommer is probably doing as 
good a job as he can," says James 
Riddiough, telecoms specialist at 
Price Waterhouse. “But he is 
always going to suffer from the 
perception gap." 

For Mr Sommer, the pressure 
would o nly rise if fresh trouble 
erupted on a fresh front, results 
fell further behind expectations, 
or new competitors started notch- 
ing up significant successes. He 
may still be smiling, but Mr Som- 
mer is not yet a Houdini. 



THE ESSENTIAL GUIDE TO RON SOMMER 


Life: bom 29 July 1949 in Haifa, 
Israel. Childhood in Austria. Studied 
mathematics in Vienna, doctorate in 
"a very sophisticated field in an issue 
of probability*. Professional career 
stated with the Ntxdorf computer 
group, now part of Siemens, in New 
York. Moved subsequently to 
Padertoom, Germany, and Paris. 

Joined Sony electronics group In 
1980 as managing director of its 
German subsidiary. In 1990 he 
became president and chief 
operating office of Sony USA In 
1993 he took over the same function 
at Sony Europe with responsibility for 
marketing, distribution and support 


for all 22 European subsidiaries of 
Sony. 

Became chief executive of 
Deutsche Tetekom in May 1995 on a 
five year contract 

Most repeated phrase; "We wffl not 
make things easy tor our 
competitors.” 

Least favourite subject: his 
personal fife. “My personal facts box 
is very short. Because in this job you 
are so much in the public eye you 
want to keep part of your life for 
yourself.” Married with two children. 
Favourite colour; Pink (the colour of 
the company’s logo). 

Favourite spore Tour de France (die 


company sponsored last year’s 
winner, Jan Ullrich.) 

Deutsche Telekom facts: Revenues 
1997, DM67bn (£23 bn). Net income 
1997. DM3.3 bn. Deist at end of 1997 
DM86bn. Employees, 191.000. Call 
minutes carried last year I75bn. 

Share price at launch DM28 .50 
(November 1996 issue price). At high 
point. DM44.55 (July 1997) At low 
point, DM29.90 {October 1997). 
Shareholders 1.9m. 

International partners indude 
Sprint of the US and France Telecom 
(partners in Qobal One) and Matav, 
the Hungarian telecoms operator. 

Headquarters is In Bom. 



LUCY KELLAWAY 


Manage with mother 

Forget fiat hierarchies. Successful leadership relies on rules, rigid 
structures and a fair amount of bribery 


a lesson in leadership, 

* residential course I have 
>n on for the last four 
nths has been quite 
nethtog. Requiring 
hour commitment seven 
/s a week, it has been 

re gruelling than the 
ighest Outward Bound 
arctsa. There has been no 
dlitator" to show the 
y, nor any schedule at alL 
lead, I have been 
tigned a group of four 
mg people to manage, and 
t to get on with it. 

Ay group is aged between 
Light seven, but 
jpite their young age they 
ve much in common with 
i executives. Each is 
sipped with a towering 
>, an agenda all of their . 
w and a disturbing 
store of friendliness and 
bright hostility .towards 
:h other. They have 
esome wflhpower, yet are 
iWng t v incompetent at 
jryday tasks, needing help 
th eating, sleeping, 
using - roads and so forth. . 
tional behaviour is also a 
iblenz for most of them: 
ieed the youngest shows 
nt sign of rationality at 
.My.task, then; has been 

ribrto that feeing every 
tier. how to get a gr oup of 
Bcult people to work 
ppily together. - 
L little time spent with my 
r tf am members and you 
rt to understand why 
iior manage** .behave as 
sy da When you have 
aessed a seven and a 
B-year-old fighting over 

> sharing of a bedroom, 

> failure of the merger 


between Glaxo WeDcome 
and SmithKItoe Beecham 
becomes a lot easier to 
comprehend. Sir Richard 
Sykes and Jan Leschly could 
not agree on who was going 
to have control of the 
bedside light nor on. where 
their favourite teddies were 
going to go, so it turned out 
to be impossible for them to 

share a bedroom after all. 

My course had hardly 
begun before I realised that 
command and control was 
the only way forward. In the 
corporate world this model 
sadly fallen from favour. 
But in my company rules 
and rigid structures are 

pctmHal. AS chief executive 
I make sure that everyone 
knows that 7pm is bedtime. I 
have also come to see that 
choice is my enemy. To start 
the day by offering Cheerios, 
Coco Ptps, Frasttes or Haney 
Nats is to ask for trouble. I 
offer Bran Flakes or nothing, 


f cm mv mmtm 
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and breakfast is faster and 
smoother as a result 

A second problem is the 
non-executive director I have 
been saddled with. 
Feriodically be wQl pop in. 
flagrantly disregard all the 
rules and then have the 
cheek to offer advice in the 
fond belief that he 
understands the business. 

I have also discovered that 
both rewards and 
punishments are poor 
motivational tools. Give a 
stra w berry Chewit to one 
team member and before 
you know it you find 
Tnfiattnn has taken hold and 
you are handing out Che wits 
as a reward for gett ing 
dressed. Punishments are 
even worse. 

The first time you lose 
your temper you get results; 
but to achieve the same 
effect on subsequent 
occasions requires ever 
increasing quantities of 
violence. Understanding this 
is one thing - Living by it is 
another- On bad days 1 do 
nothing other than bribing 
and bollocking. 

Like most chief executives, 
I have found that I get little 
feedback, and what I do get 
is inadequate. “1 bate you, 
you’re poo," is not exactly 
constructive. I am at the top, 
and it can be lonely up here. 
Not to say stressful- The 
boss of a big company may 
lay awake fretting about his 
share price - being woken 
up ever}' three hours by the 
youngest member may be 
nearly as bad. 

So what is the answer? 
Surprise, surprise, it turns 


out to be complicated, 
exhausting and quite 
impossible to bring off. You 
have to be firm, but also nice 
and approachable. You need 
to keep your temper and 
motivate people by making 
them want to do the job in 
hand. 

Haring made a poor fist of 
it myself, I have been 
interested to read about how 
Sir Richard Greenbury 
manages to keep his M&S 
employees happy. 

“I am very tolerant of 
failure.” he boasted to FT 
readers recently. “But if I 
see someone make the same 
mistake time and time again, 
then 1 will get abrasive.” Sir 
Richard and 1 turn out to be 
quite alike after all- Like 
him. I go nuclear when 
someone gets their sums 
wrong for the umpteenth 
time but, unlike him, I am 
ashamed of myself. In my 
experience abrasiveness 
makes matters worse. 

1 know Sir Richard will 
not mind my taking issue 
with him , as he loves to 
argue. Indeed this is another 
of his secret tips for success. 
“I have always, right from 
my earliest days, surrounded 
myself with people who 
argue with me," he says. 

Sir Richard would be 
happy here. Which reminds 
me: my course comes to an 
end in a couple of weeks. I 
wonder if he'd be interested 
in taking my place? 

Lucy KeUoway has token a 
brief holiday from her 
maternity leave to jam us for 
the first appear ance of Inside 
Track. Her regular Monday 
column resumes later this 

month. 


ns week 


jCookson 

chines 

ies 

took at 


idfte 


WEDNESDAY 
Information technology: 
Paul Taylor looks at 
; the sophisticated 
I world of smart cards 
anti predicts explosive 
growth. 

PLUS: John Kay justifies 




f THURSDAY & FRIDAY 
| Current issues in 
i management and 
technology. 

Including: Vanessa 
; Houldefs Worth Watching 
column - our guide to the 
: latest scientific 
; developments. 



Dong business tn_JRus$ia. New 
series kicks off tomorrow 


MANAGEMENT BOOK REVIEW 


Stressed? Try 
a worry break 
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CALM AT WORK 
By Pa 

£739 

Penguin 


One or the biggest myths 
about stress is that we need 
it in order to perform effi- 
ciently 1 at work, says Paul 
Wilson, the best-selling 
calmness guru. 

While traditionalists ding 
to the belief that being 
driven to succeed and relent- 
lessly goal-oriented is a pre- 
requisite to success, Mr Wil- 
son's view is that most 
stress is negative. 

Ambitious and highly 


motivated workers might 
look like high achievers, but 
their approach is often 
superficial and inefficient. 
Calm employees, he says, 
achieve more and are less 
likely to need time off work 
to deal with stress-related 
complaints. 

Mr Wilson, author of The 
Utile Book of Calm , a best- 
selling paperback last year, 
has turned his attention to 
the office In Calm Ai Work, 
published this week. Among 
his suggestions for stress 
management at work are: 
Life priorities. Much of our 
stress is self-induced - try- 
ing too hard at too many 
thing s at the same time. Be 
truthful about your top pri- 
ority - money, success, chil- 
dren or sailing around the 
world - and then focus most 
of your energy on achieving 
it. 

The worry break. Time set 
aside each day for frustra- 
tions, irritations or anxi- 
eties. During the break, 
devote all your attention to 
these concerns; after it, 
abandon your worries until 
the next day's break. 
Relaxation. If you are a typi- 


cal “A-type person" (driven, 
obsessive, lives for work, 
always rushing), take time 
out each day to pretend to be 
a B-type (less hurried and 
time-conscious, more easy- 
going with interests outside 
work). 

Set your own standards. 
Much benchmarking, he 
says, is pretentious non- 
sense. Move at your own 
pace. Throw yourself whole- 
heartedly into the task at 
hand and achieve enjoyment 
simply through the effort of 
doing it 

Mr Wilson argues that 
calmness and ultimately 
contentment at work are the 
responsibility of employees, 
not managers. 

Most companies, he 
believes, use management 
techniques based on fear and 
insecurity to keep their 
workers motivated; the con- 
cepts of competitiveness and 
efficiency have been used 
like a bludgeon to change 
the workplace, but it is unre- 
alistic to expect large corpo- 
rations fundamentally to 
change. 

Instead, as an employee, 
you must find solutions to 
stress yourself. These may 
include throwing yourself 
into the less interesting 
parts of a job rather than 
letting them build up, 
always doing your own job 


first and learning to say no 
to extra tasks, assuming 
responsibility for yourself 
and your ^happiness rather 
than blaming the boss and, 
crucially, carving out a life 
for yourself outside work, 
rather than investing all 
your emotional and physical 
energy to the office. 

“You have a choice 
between changing the thing 
that causes you stress, or 
Changing how you look at 
It. . . and It’s not that easy to 
fire your boss," he argues. 

Mr Wilson's own life is. on 
the free of it, anything frit 
stress-free: the father of two 
young children, he chairs 
Hanlon Wilson Weekes, an 
Australian advertising 
agency, acts as consultant to 
several Australian corpora- 
tions and is director of a hos- 
pital specialising in bone ths- 


Yet his mixture of tradi- 
tional meditation, alterna- 
tive therapy, positive think- 
ing and basic commonsense 
has not only enabled him to 
maintain an impressive 
degree of calm, but has per- 
suaded millions worldwide 
to buy Into his philosophy: 
his three books to date have 
sold 2.5m worldwide in 15 
languages. 

Virginia Matthews 


HOW TO BOOK . 

AN OFFICE f 

ANYWHERE IN 
EUROPE FOR A DAY 


Nitw you can rent a private office as sasRy 
as you can rert a car or book a hotel room. 
M you have to do is join the Regis 
Touchdown 'dub'. A nominal membership 
fee of just £49 is the key to a Regus office 
fora taf at any one of over a 100 locations 
throughout Europe. 


Touchdown the next time you travel! 
Cal! the Reservation Freephone on: 

00800 5222 5333 

or for non U!FN countries call: 

+44(0)1784 898444 




Touchdown 

7 bfl(S«® 8 * 3 y. SlafrlfiS, A&JSesexTWIS 3 BA, UK See Hw (tagns Website at http://wwwrcBus.axn 
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business travel dangers abroad 


Beware the 
threat of the 
underworld 

Gillian Upton warns of violent crimes common 
in developing countries trying to entice investors 


Doing business in 
squeaky clean Singapore 
‘ U is a breeze but trying to 
clinch a deal in one of the emerg- 
ing central Asian republics can 
be downright dangerous. Increas- 
ingly, business travellers are 
findin g themselves in uncharted 
territory and with that comes the 
risk of being a target of crime. 

Wallet snatching and mugging 
are commonplace but violent 
crime, extortion and kidnapping 
are prevalent in some parts of the 
globe. It is more acute in develop- 
ing countries trying desperately 
hard to woo lucrative foreign 
investment 

While Afghanistan. Burundi, 
Somalia and Chechnya are rated 
as extreme risk, according to risk 
aversion company Control Risks, 
countries and cities such as Geor- 
gia, Azerbaijan. Moscow. St 
Petersburg, Vladivostok and 
Smolensk fall closely behind. 

Executives from energy compa- 
nies, aid organisations, govern- 
ment agencies, construction com- 
panies and banks are in the line 
of fire when they travel to emerg- 
ing markets. Moscow has the 
dubious distinction of having the 
fastest growing rate of kidnap in 
the world - beating long-time 
leader Bogota - but petty crime, 
such as vehicle theft. Is also 
rife. 

Crime in Johannesburg has tri- 
pled over the past seven years. 
Most businesses have decamped 
to safer suburbs such as Rose- 
bank and Sandton and no one 
Ungers in the city centre after 
dark. These threats have fuelled 
the demand for accurate data as 
the first line of attack. 

Several companies provide the 
intrepid executive with market 
information and all report brisk 
business. Control Risks is a pri- 


vately owned company with 
offices in U countries, and pro- 
vides varying levels of service 
depending on need. 

There is an online service 
called Country Risk Forecast that 
highlights political and travel 
risk in 120 countries, updated 
daily * Countries are rated 
against five risk ratings: insignif- 
icant, low, medium, high and 
extreme. Part of this service is 
the Business Travel Update, 
which forecasts three months 
ahead the events that are likely 
to affect travel plans. 

Recent warnings include the 
potential street riots at demon- 
strations from hard-line leftists 
in Turkey on May X. and the 
potentially ugly scenes on Pari- 
sian streets and disruption to 
travel for the climax of the World 
Cup this summer. 

At the other end of the scale. 
Control Risks has a Response 
Department that handles the fall- 
out from a kidnap. It will liaise 
with the local security forces and 
authorities to secure release. In 
high risk locations, “routines are 
the number one enemy", says 
Martin Stone, head of research at 
Control Risks. 

His advice is to vary daily 
schedules to avoid being an easy 
target Another tip is not to stay 
in the same place, particularly on 
a street, for more than 15 min- 
utes unless it is an office or hotel. 
“The Algerians can arrange for a 
foreigner to be killed in 20 min- 
utes. Stay in a public place for 
more than 15 minutes and you're 
very vulnerable," he explains. 

These are extreme preventive 
techniques but there are very few 
places rated as this dangerous. In 
the middle ranks are countries 
where, if precautions are taken, 
you will get out of mast tight 



comers. For example, make sure 
that you are met at the airport, 
book rooms in a hotel's executive 
Door for greater security, do not 
use your business card as a lug- 
gage tag. dress down and gener- 
ally keep a low profile. 

“If new to an area, the average 
businessman can’t tell the safe 
from the unsafe areas," warns 
Andre Pienaar, director of US- 
based Kroll Associates, an infor- 
mation provider. 

To underline the point, he cites 
the growing problem In eastern 
European countries where travel- 
lers have been stung for dinner 
bills and physically threatened if 
they do not pay up. 

Kroll produces an online Daily 
Intelligence Brief**, delivered by 
fax or e-mail, of daily events 
around the world that may have 
a security risk. More in-depth pol- 


itical risk assessments can be 
found in its Country Reports 
(demand for the report on Russia 
has gone through the roof). 

The company also offers per- 
sonal protection for those unsta- 
ble situations where a bodyguard 
is needed and. on a business 
level, undertakes due diligence 
investigations to check out a 
potential business partner. 

Kroll also advises companies 
on crisis management planning. 
"We have a plan in place so com- 
panies know how to react. We do 
simulation exercises for major 
companies and identify employ- 
ees for the crisis management 
team," says Mr Pienaar. 

Pinkerton Risk Assessment 
Services offers a similar breadth 
of services and stems from the 
oldest detective agency in the 
world. Today it has 145 offices 


worldwide and claims to be the 
only company with in-house 
investigators. 

Pinkerton also offers a daily 
risk assessment service*** avail- 
able online or in hard copy, 
which identifies trouble spots, 
medical risks and so on. in addi- 
tion, it offers close protection ser- 
vices. crisis management, corpo- 
rate investigations, asset tracing 
and financial vetting. Fore- 
warned is forearmed. 

*The on-line version of Country 
Risk Forecast costs £7.500 per 
annum from Control Risks, tel 
0171 222 1552. 

** Daily Intelligence Briefing costs 
£2.500 per annum from Kroll .Asso- 
ciates. tel 0171 396 0000. 

*** Daily Pinkerton Risk Assess- 
ment Service, annual subscription 
£6.000. tel 0181 424 SS84. 



BUSINESS TRAVEL HOSTAGE FEARS 

How to avoid the kidnappers’ hit list 


A business suit indicates weaith and makes you 
a potential target, writes Heather Dickson 


Ask business people what their 
worst fears are about travelling 
abroad and most will worry 
about aircraft crashes, delayed 
flights or lost luggage. Some will 
moan about jet lag; others about 
upset stomachs. Few would think 
to say “being taken hostage". 

Yet the threat of being kid- 
napped while working overseas is 
very real. According to Rob 
Davies, a special risks under- 
writer at Lloyd's syndicate His- 
cox, incidents of kidnap have 
doubled in the past five years. 
Last year, there were 881 kidnap- 
pings in Colombia, 197 in Mexico 
and GO in Brazil. The problem is 
not unique to South America. 
Kidnapping has become a global 
malaise, spreading to many parts 
of Europe and Asia. 

You no longer need to be a 
multi-millionaire or heir to a for- 


tune to be a potential target In 
some countries you just need to 
be perceived as wealthy. “If you 
walk through some parts of Latin 
America in a business suit yon 
stand out a mile. You may not be 
very rich but to the locals you 
are fabulously wealthy and there- 
fore you are a potential target” 
says Mr Davies. 

Those believed to be most in 
danger of being kidnapped are 
expatriates stationed in places 
such as Guatemala. Mexico and 
Colombia, where employees from 
a variety of different multina- 
tional corporations have been 
kidnapped in the past few years. 

After pouring millions of 
pounds in infrastructure and 
resources into unstable areas, 
large corporations have become 
sitting ducks. In worst case sce- 
narios. as witnessed recently 


with British Petroleum, they are 
forced to withdraw totally from 
trouble hot spots. 

Others on the kidnappers' hit 
list are business travellers in 
Cambodia. Kashmir. Indonesia. 
Taiwan, Chechnya and Tajiki- 
stan. One reason these countries 
have become so dangerous is 
because civil disorder breeds 
crime and one of the most lucra- 
tive crimes is kidnap. According 
to Hiscox. ransom demands have 
escalated from an average of just 
more than *500.000 (£313,000) In 
1989 to about Jim in Colombia 
and $3m in Mexico. 

In the UK there are only a cou- 
ple of kidnappings a year. This is 
because potential kidnappers 
know there is a hi gh chance they 
will be caught. In somewhere 
such as Colombia, there is not a 
high enough standard of law and 
order to act as a deterrent. 

Kidnappers have a good cha n ce 
of getting away with their crime. 


particularly in countries where 
the terrain is favourable. There 
are vast expanses of jungle and 
vast no-go areas in Latin Amer- 
ica where the army and police 
cannot afford to mount rescues, 
allowing kidnappers to take hos- 
tages into hiding and negotiate 
for as long as they want. 

What can corporations and 
businessmen do to reduce their 
vulnerability to extortion? 
According to Simon Adamsdale 
at Control Risks, an international 
consultancy which provides polit- 
ical risk assessment and crisis 
management, there are five prac- 
tical principles which can be put 
into effect to reduce the risk of 
abduction. 

These are: be informed, keep a 
low profile, surround yourself 
with protection, maintain lines of 
communications and do not 
establish a routine. The message 
is simple: if you need to travel to 
high risk areas, be prepared 



Hospital fitters 
keep United’s 
cabin air clean 

Passenger concern that poor air 
quality on flights may be putting 
them at risk of disease has 
prompted United Airlines to 
Install liners used by hospitals to 
shield transplant patients, writes 
Roger Bray. 

It says the fitters will keep out 
all but a tiny percentage of 
bacteria. Controversy over the 
issue has been reawakened by 
suggestions that some airlines 
may have been reducing the 
amount of dean air in cabins to 
save fuel used by recycling units. 

"Our recycling is already 
completely in line with Industry 
standards,” says United, “but it Is 
clear that this is an issue that is 
worrying our customers" . 

Some of the airline's jets 
already have the new filters, ft 
will spend $425,000 (£254.500) 
over the next six months fitting 
them to the rest of rts fleet 

Norway’s new 
low-cost airline 

Ambitious plans for a low-cost 
airline based in Oslo have been 
unveiled by Color Line, the 
Norwegian ferry operator. 

Using Boeing 737s operated 
by Air Foyle, the UK aviation 
company, it will start this 
summer with domestic services 
to destinations such as Bergen 
and Stavanger, ft hopes to 
expand its network, first to other 
Scandinavian cities, then across 
Europe. 

Meanwhile Norway's 
established carrier. Braathens, 
which will shift its London 
operation from Gatwick to 
Stans ted on March 29, has 
marked the move by ottering a 
special fare of £119 return to 
Oslo or Bergen. The deal is valid 
until May 31. 

Sarajevo rebuilds 
air links 

The rehabilitation of Sarajevo 
takes another stride forward on 
March 29 when Lufthansa 
launches a service there from 
Munich. It says the 11am 
departure (Monday-Friday) 
should make it possible for 
passengers to connect from 
other European cities. 

On the same day the airline will 
also start flying between 
Frankfurt and Amman. But It will 
scrap services to Tallinn. Odessa 
and Novosibirsk which have 
failed to attract sufficient 
traffic. 


Hong Kong cuts 
visitor taxes 

Hong Kong is to cut taxes in a 
bid to attract more visitors. On 
April i it win reduce Its tax on 
hotel rates from 5 per cent to 3 
per cent. And on July 8 it will 
halve Its airport departure tax 
from HKS100 (£7.65) to HKS50. 
Recovery from the Impact of last 
summer’s handover to the 
Chinese, which led to a sharp 
drop in hotel occupancy, has 
been hampered by the Asian 
economic crisis and recent 
concern about bird flu. 

Hoverspeed plugs 
into business travel 

Following a £500,000 
refurbishment Hoverspeed has 
installed laptop power points In 
the first-class section of its 
Folkestone- Boulogne high-speed 
catamarans to attract business 
customers, ft hopes more will 
use the service following the 
opening of the A1 6 autoroute to 
Paris, which Is almost complete 
and should be finished by May. 
The crossing takes 55 minutes. 

Swiss taxi drivers 
threaten blockade 

Geneva’s taxi drivers are up in 
arms. Too many drivers are being 
awarded licenses, they complain. 
The market is big enough for 
around 650 cabs but there are 
nearly half as many again and a 
dozen or so newcomers take to 
the roads each month. A 
proposal to restrict entry and 
provide financial help for those 
wanting to retire has been 
awaiting local government 
approval since last summer. 
Impatient cabbies have been 
muttering darkly of blockades * 
perhaps at the airport, perhaps 
on the city's Mont Blanc bridge. 
As things stand, they say. they 
cannot make a decent living. 
Regular visitors observe that, at 
SFr25-SFr30 (E10-E12). the 5km 
journey Into town from the carport 
is already among Europe’s 
priciest. 

Emirates 
adds phones 

Emirates switched from an Airbus 
to a Boeing 777 on the 
Oubai-Gatwick route last month, 
and will on Manchester routes 
from this month, Gillian Upton 
adds. It means telephones In 
every seat and a flying camera 
channel to view take-off and 
landing but slightly less leg room. 


Likely weather in the leading business centres 
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BUSINESS EDUCATION 


BUSINESS EDUCATION 



In honor of our 
thirtieth anniversary, 
Donovan Data Systems is 
proud to announce its 
Transatlantic Anniversary 
MBA Scholarship. 


DDS has been at the top 
of the advertising and media 
computer service industry For 
three decades. To share our 
success, we’ve created the DDS 
Anniversary MBA Scholarship 
to support the industry leaders of 
the future. 

The Anniversary MBA 
Scholarship emphasizes the 
global nature of the advertising 
and media industry by featuring 
a transatlantic student exchange. 
This year, the DDS Anniversary 
Scholarship will award one full 
year tuition to two outstanding 
students, one North American 


MBA candidate accepted into a 
designated European business 
school, and one European MBA 
candidate accepted into a 
designated North American 
business school. 

So if you are committed to a 
career in advertising, marketing 
or communications and will be 
applying to a European business 
school, or if you would like 
more information, please call the 
Donovan Data Systems Human 
Resources department at (21 2 ) 
633-5027 or visit the DDS 
home page on the web at 
www.donovandata.com. 


Please visit our Web site to learn more about 
the DDS Transatlantic Anniversary Scholarship* 


www.donovandata.com 

Visit our Web site to apply for 
Ure Anniversary MBA Scholarship 



A 

i X. challenging, rewarding, and exciting 
experience awaits von ar the 1998 Harvard 
University Summer School. Ton will hare access to 
Harvard's distinguished faculty, wet! -equipped 
labs, exceptional museums, and the largest 
university library system in ihc world. You will live 
and learn with motivated undents from all areas of 



the US and more than 90 countries worldwide as 

you satisfy your intellectual cariosity, earn college 

credit, and explore Harvard L'nircnity. 
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INSIDE TRACK 



MANAGEMENT DRUGS AT WORK 


Employees face testing times 


Drug abuse is on the increase and while some companies refuse 
to face facts others opt for testing, says Stephen Overall 


No wonder the 
| economy is on a high, 
i joked the British Sun- 
day newspapers recently: 
they are smoking dope at the 
Treasury. 

The remains of a recently 
consumed cannabis cigarette 
were found in the ashtray of 
a smoking room supposedly 
used only by civil servants, 
it was gleefully reported. 
The Treasury has subse- 
quently said that a “strong- 
smelling cigarette” was the 
only thing that was discov- 
ered. This was disposed of 
and no further action taken. 

Whatever the substance of 
the allegations, the govern- 
ment, like all employers, is 
having to confront the real- 
ity of drugs at work. 

The Institute of Manage- 
ment, the UK management 
organisation, recently calcu- 
lated in its professional jour- 
nal that “at least 17 per cent 
of all employees - from 
workshop to office to board- 
room - indulge sufficiently 
to have their working ability 
directly and regularly 
affected" by drugs. 

On top of that “a s imilar 
percentage of non-using col- 
leagues" have their “produc- 
tivity and emotional well-be- 
ing affected by the 
behaviour of users with 
whom* they have to work". 

Some companies do not 
like facing the facts, accord- 
ing to lan Dick, whose com- 
pany, Corporate Pathology, 
tests employees for drug 
abuse. He tells the story of 
one client where the lab 
results were so shocking the 
company decided to bury 
them: in the first year of 
testing job applicants for 
illegal drug use. 66 per cent 
showed positive. Such a 
reaction Is not untypical, he 
says. 

The explanation for the 
current widespread use of 
drugs in the UK, says Mr 


Dick, lies in a cocktail of 
availability, falling prices, 
peer pressure, stress and 
boredom. Some of this list 
could apply equally to alco- 
hol. But. he insists, drugs 
have become a bigger prob- 
lem, with 15 to 20 per cent 
positive results being. per- 
fectly normal for companies. 
Alcohol abuse has been 
steady for five years: drug 
abuse is rising. 

It is not just pre-employ- 
ment drug tes tin g that Mr 
Dick advocates. He also 
favours random testing of 
existing employees, prefera- 
bly through negotiation with 
employee representatives. It 
is only then that the true 
extent of drug abuse in the 
workforce will be under- 
stood, he says. 

“Employers have a right to 
know who they are taking 
on and what they get up to 
that could affect their work. 
There is no question that 
their judgment is impaired, 
quite apart from the damage 
they are doing to them- 
selves. Why should they not 
be able to choose from the 80 
per cent of the population 
who are not using drugs?" 


Companies are having to 
go to some length to ensure 
workers do not cheat Med- 
screen, which carries out 
urine tests at 700 companies, 
goes as for as checking the 
bags of employees and mea- 
suring the temperature of 
the urine to check it is a 
fresh sample as they emer ge 
from the cubicle. “It hap- 
pens.” says Lindsay Had- 
field, Medscreen's policy and 
education consultant “that 
workers try and smuggle in 
a false sample." 

The tendency now is for 
companies to look to drug 
testing as a business maHw 
rather than just as a safety 
question, she says. “They 
want to know the business 
risks involved in people who 
get the sums wrong. Like 
speed cameras on roads, 
drug tests are used far their 
deterrent effect rather than 
as a diagnostic tool,” she 
says. Where it is identified, 
Medscreen advises that sack- 
ing is not the only answer 
and assistance can work. 

Clearly, the issue of drug 
testing is co nt r oversi al. Most 
would accept that for those 
doing safety-sensitive jobs - 


HOW DRUG TESTING WORKS 


• Drug screening 
companies offer four levels 
of drug testing to employers. 
The least contentious b 
pre-employment testing; 
next there is “far cause” 
testing where an employer 
might suspect an 
employee's behaviour 
perhaps because of theft or 
absenteeism; third there is 
post-incident testing, most 
famously exemplified by the 
Cannon Street rail crash in 
1991; and finally the most 
controversial, random 
testing. 


• Each drug has an 
Individual test and can stay 
in the blood for different 
periods. 

Cannabis loiters for weeks; 
while heroin can vanish 
swiftly. 

• Typically, tests far 
between six and nine 
different drugs can be 
carried out for about £50 per 
person. 

• In the City of London. 

City Medical Services 
produced positive drug test 
rates of between 10 and 15 
per cent In 1 995. 


train drivers, firefighters, oil 
rig workers, machine opera- 
tors In heavy industry, for 
instance - there is a case for 
random testing. 

But should the stan- 
dards be applied to office 
workers? Is it any of the 
employer’s business? Is the 
drug-using worker - particu- 
larly if use is occasional - so 
very different from the 
employee who comes In a bit 
sluggish and fuzzy-headed 
on Monday after an exuber- 
ant weekend's drinking? 

John Wadham, director of 
Liberty, the human rights 
organisation in the UK. Is 
uncompromising: “Once you 
have a job (he key question 
is whether you are any good 
at it Factors other than this 
are nothing to do with file 
employer." 

Recent guidance from the 
Health and Safety Executive 
in the UK and the drug tsar, 
Sir Keith Hellawell, urged 
employers to look at drugs 
more seriously as a health 
and safety question in all 
sectors of employment and 
put policies in place. Ran- 
dom testing was rejected - 
instead, an approach was 
suggested that emphasises 
negotiation and individual 
health. Sir Keith even 
argued that it is not always 
the best policy to report 
every minor breach to the 
police. It was a matter for 
conscience,' he said. 

Many employers, it seens. 
are prepared to be reason- 
ably sympathetic. The Insti- 
tute of Personnel and Devel- 
opment, the UK personnel 
body, last surveyed compa- 
nies on this issue in 199& it 
found that 10 per cent of 
L500 personnel professionals 
had earned out pre-employ- 
ment drug testing and half 
that number random tests. 
Of this latter group, just 18 
per cent said employees test- 
ing positive should be dis- 


Clouds, which runs a resi- 
dential home In East Knoyle 



TIM JACKSON 

ON THE WEB 


Chains of communication 


'Six degrees of separation’ is behind a contact web that aims 
to put users in touch with people who can answer their questions 


“People keep talking about 
virtual communities on the 
internet.” says Andrew 
Weinreich. “But ours is a 
real community. It's people 
you know, and people they 
know." 

Mr Weinreich, 30. is chief 
executive of a New York 
company called Macro View 
Communications, which 
runs a web site at 
www.sLxdegrees.com. The 
site is bused on a play called 
“Six Degrees of Separation", 
which floated the idea that 
everyone in the world is 
linked to everyone else by a 
chain of no more than six 
mutual acquaintances. 

Macro View uses the 
internet to put this Idea to 
practical use If you go to 
sixdegrccs.cnm and enter 
your name and &mail 
address, plus the details of 
five other people you know, 
you can create a web of 
networked people who 
answer each other's 
questions and introduce 
people to each other. 

When you provide people's 
names and e-mail addresses, 
they got an e-mail Inviting 
them to come to the site and 
verify the relationship. Once 
this has been done, they 
become your -first degree” 
contacts: anyone they enter 
who confirms the 
relationship with them 
becomes your “second 
degree" contact, and so on. 

The contact web offers a 
number of useful services. 


First is a bulletin board: you 
can post questions to your 
friends and your friends' 
friends that they can answer 
by e-maiL When I confirmed 
a relationship with Mr 
Weinreich, I quickly received 
two questions: one from a 
venture capitalist looking for 
people to do due diligence, 
another from someone 
offering a Caribbean cruise 
in return for a week's web 
design work. 

Second is a service called 
“network me”. This allows 
you to ask questions such 
as: “Whom do I know who 
lives in Pittsburgh that 
knows about securities 
law?", if the site finds 
someone in your network 
who fits the bill. It not only 
tells yon who they are, it 
also shows you the chain of 
people who link you. 

Third is “connect me". In 
this case, yon enter the 
details of someone you don't 
know - a potential employer 
interviewing you for a job, 
say - and ask how you are 
connected. Rnck comes an 
explication of who you 
know who knows someone 
they know. 

Finally, the site offers 
“recommendations”, which 
allows you to share web site 
recommendations with yonr 
first and second degree 
circle. For most people this 
is far more valuable than 
sharing recommendations 
with people whose judgment 
they do not know whether to 


trust. Over the coming 
months. Macro View plans to 
expand this to cover books, 
films and CDs. 

Most people will agree this 
is a very clever idea. But it 
has a flaw - and, 
interestingly, the business 
has a competitor that has 
solved the flaw. 

The flaw is this: six 
degrees is a misnomer. 

While you will certainly help 
out your brother's friends (a 
second-degree relationship), 
and you may help out your 
brother’s friends’ colleagues 
(a third-degree relationship), 
you are less likely to help 
out a true sixth-degree 
relation such as your 
friend’s cousin’s client's 
wife’s hairdresser's mother. 

“There's no question of the 
diminishing utility as you go 
further from the core,” 
admits Mr Weinreich. 

One solution is to offer 
economic incentives to the 
people who provide the links 
in the chain. So If you want 
to ask a question, you would 
be more likely to fold the 
answer if you could offer a 
foe and allow those who 
introduce you to the person 
who eventually answers it to 
take a cut of the proceeds. 

The company that has put 
this into effect has a web 
site at www.6dos.com - this 
stands for “six degrees of 
separation”. The 6 DOS 
system, which was covered 
in this column last year, 
provides a fully-fledged 


wiling and accounting 
system for linkages in which 
Intermediaries are paid. ' 

6DOS, a company in 
Pittsburgh founded by 
computer science professor 
Merrick Furst, has prut off 
far the moment the idea of 
trying to build networks 
over the wider internet. 
Instead, it is holding trials of 
its service inside companies, 
where the incentives to 
share Information are 
greater and the company is 
willing to pay for the 
benefits. 

The comparison with Six 
Degees is i nstru ct i ve. WhQe 
SDOS’s long-term revenue 
model involves a share of 
transactions, Macroview’s 
service Is free, and makes 
money from advertising 
revenue. Proving that people 
are more likely to etqpi up for 
something because it’s cool 
than because they will earn 
$10 from ft, MacroView has 
acquired 170,000 people who 
have provided foil 
demographic information, 
410,000 who have confirmed 

relationships, and LSm 
names on its database. Its 
web site generated fin page 
impressions in February. 

It is clear that the 6DOS 
idea has more potential to 
revolutionise the world: it 
could change forever how 
management consultancy 


But ou the internet, traffic is 

all; the MacroView business, 
with its heavy site traffic, • 
now seems in a better 
position to Implement the 
same Idea. 


in Wiltshire, says that 60 per 
cent of patients who com- 
plete its six-week residential 
course make a complete 
recovery. One-fifth of the 
patients admitted are in 
work, and of these, 15 per 
cent are paid for either by 
the employer or by private 
medical insurance. 

The centre has witnessed a 
distinct trend in admissions 
over a five-year period. In 
1394-95 half the arimiKirimiK 
were for alcohol abuse, half 
for drug abuse. But by 
1997-98 drug abase gradually 
climbed to account for 69 per 
cent of admissions and alco- 
hol 39 per cent 

In its health promotion 
work with companies, it 
advocates a carrot and stick 
approach. Those people who 
step forward and admit they 
have a problem are granted 
an amnesty provided they 
seek treatment. Those rum- 
bled in a test would not be 
so lucky. 

Slightly gentler than this 
approach Is one favoured by 
oil group Texaco, which ran- 
dom tests both its offshore 
workers and general manag- 
ers each year for a variety of 
drugs, including LSD, which 
is notoriously difficult to 
trace. There is no automatic 
sacking for a positive test 
result; counselling is offered. 



NEIL BUCKLEY 

FILE FROM BRUSSELS 

Make a withdrawal 
while stocks last 


A strike by security guards has created 
an experiment in the cashless society 


The receptionist at the bank 
gave a world-weary smile at 
the' request to withdraw a 
ppaii sum of cash. “Til have 
to check that we’ve got 
some,” she warned, picking 
up .a telephone. “You're 
lucky. Someone's just made 
a. deposit But you’d better 
hurry before it runs out” 

For the past six weeks 
Belgium has been thrust 
into an experiment as a 
cashless society. The reason: 
a Rational strike by security 
van drivers and guards after 
a string of armed attacks in 
which three guards died. 

Belgium has become a 
looking-glass world where 
many banks have had no 
money, while shops have 
had more than they knew 
what to do with. To prevent 
their safes overflowing - 
making targets for attacks 
themselves - retailers have 
been only too eager to 
provide cash to those paying 
with debit cards, through 
“cashback" facilities, but 
uncharacteristically 
reluctant to accept real 
money. Shops waived the 
usual fee for paying by debit 
card; some were even 
reported to be offering 
discounts to those paying 
electronically. 

On three occasions, 
helicopters have thundered 
over Brussels as the interior 
ministry organised airlifts - 
named “Operation Safety” - 
to evacuate the swollen 
stocks of money from 
supermarkets and main 
hank branches to the 
Belgian National Bank. 

Television viewers 
watched shopping trolleys 
brimming with cash being 
loaded into vans and 
helicopters, guarded by 
armed gendarmes in 
bulletproof vests. There has 
been a variety of stunts to 
publicise the security 


guards’ cause, including a 
dawn demonstration outside 
the home of Jean-Luc 
Dehaene, the prime minister. 

The guards’ concern is 
understandable. One of their 
number died on December 29 
wheat gangsters fired on 
security men who had just 
collected the takings from a 
shopping centre in the 
Brussels suburbs. 

Two more were killed on 
January 12 when four 
robbers attacked a Brink’s 
Ziegler van in daylight on 
the motorway between 
Brussels and Liege. The 
robbers fired more than 80 
shots, including 
armour-piercing rounds, 
from Kalashnikov rifles 
before fleeing empty-handed, 
scattering tacks on the road 
to impede pursuit 

Normality is finally due to 
return this week. Security 
guards are going back to 
work, though with the 
greatest reluctance. 

In a compromise with 
employers, the guards’ 
working conditions have 
improved, and van teams are 
to be kept at three - not 
reduced to two as employers 
wanted - until at least 2000, 
except where guards have 
“intelligent suitcases* which 
destroy their contents with 
paint or chemicals if 
tampered with. 

The Belgian Bankers' 
Association says the strike 
has given a si gnifi cant and 
lasting boost to electronic 
money. The BFiS (8 pence) 
fee for each transaction 
using a debit card Is unlikely 
to be reinstated. And 
according to Banksys, the 
60-bank consortium which 
operates Belgium’s 
electronic payments 
network, the year-on-year 
increase in payment 
volumes by debit or credit 
card in January was 35 per 


cent - double the typical 
annual rate. The association 
says banks have been forced 
to “think creatively" and 
find ways of reducing cash 
movements - good for 
security guards’ safety but 
bad for their jab numbers. 

But the strike has done 
little to restore Belgians' 
battered faith in their public 
institutions. Unfortunately 
for the forces of law and 
order, the dispute coincided 
with several uncomfortable 
events. One was a surge in 
wiijafflringe in Brussels - 160 
since September - in which 
armed robbers forced drivers 
from their cars while 
stopped at traffic lights or 
parking spaces. The thieves 
have shown a preference for 
the city’s many BMW and 
Mercedes-driving Eurocrats, 
including Padraig Flynn, EU 
social affairs commissioner, 
and He rmann von Richtofen, 
German ambassador to Nato. 

Another was the 
publication of the final 
report on the Dutroux case, 
in which at least four young 
girls were abducted, abused 
and murdered. The report 
rejected theories that the 
alleged perpetrator escaped 
capture for so long because 
he enjoyed high-level 
protection, and instead 
blamed police bungling and 
a lack of co-operation - 
verging on open hostility - 
between forces. 

The resulting reform, 
which entails amalgamating 
the gendarmerie and 
criminal investigation forces 
but leaving municipal forces 
intact, is seen by many as a 
flawed compromise. 

The cash machines are 
being restocked, and the 
supermarket coffers emptied. 
But many Belgians fear it 
may take only a few more 
successful bandit attacks on 
security guards for Belgium 
to become, once again, an 
unwilling pioneer of the 
cashless society. 
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INSIDE TRACK 


BUSINESS EDUCATION ACCREDITATION 


Working for 
the stamp 
of approval 

Della Bradshaw follows an Association of 
MBAs accreditation team on a typical day 

Mike Jones is the director The director of E$CP, Vfcroni- x* 

general of the Association que de Chanterac, runs through sj 


based organisation which recog- 
nises the best MBA courses 
through its accreditation proce- 
dures. Today the Association 
assesses an average or one school 
every month: more foil than pass. 

Since Mr Jones took up office a 
year ago the association has con- 
centrated cm promoting its brand 
overseas, and has now accredited 
almost as many business schools 
in continental Europe as in the 
UK Last week an accreditation 
panel visited the Ecole Super- 
ieure de Commerce de Paris 
(ESCP) to assess its part-time 
executive MBA programme. 

An accreditation panel consists 
of four or five members. The 
ESCP team comprised Mr Jones, 
Robert Owen, head of accredita- 
tion for the Association of MBAs, 
and two academics. John Coyne, 
head of Leicester business school 
at De Montfort university, and 
Richard Thorpe, management 
professor at Manchester Metro- 
politan university. 

8.45am The accreditation team 
walks from its hotel in central 
Paris to the ESCP building, built 
In Napoleonic times. They settle 
into the lofty “Club Republique” 
lounge which is allocated for 
their use. 

Mr Jones and his colleagues sit 
on the low, easy chairs behind 
the piles of pre-accreditation 
paperwork. A mating the previ- 
ous evening hurt addressed the 
bulk of the perceived problems, 
but there is still time for last 
minute checks. The silence is pal- 
pable. Clearly, all are nervous. 
8.50am “Ready to go. Best of 
l uck , troops." Mr Jones' words 
drop into the silence- The course 
director, the affable Patrick Gou- 
geon, arrives and the assessment 
proper begins. 

9.00am Meeting the management 
team. The slickly-dressed Prof 
Gougeon leads the four pin- 
striped Englishmen through the 
labyrinthine building to a meet- 
ing room on the top floor. The 
luminaries of the ESCP are late. 


oldest business school in Europe) 

and its funding (the local Cham- 
ber of Commerce supplies 28.4 
per cent of its income). 

9.35am Mr Jones gets bis first 
chance to set the agenda. He 
thanks the school for the vast 
amount of preparation they have 
compiled and then throws in the 
first firework: "How does the 
Chamber of Commerce measure 
your performance?" 

The immediate response is 
swift: "Ah, that is a good ques- 
tion." says Ms Chanterac. The 
answer takes a little longer. “The 
budget needs to be balanced. 
They look at the numbers; we 
look at the quality." 

Mr Jones writes the answers on 
un lined white paper using a 
chunky ball point More nit- 
ty-gritty questions follow. How 
do you integrate visiting faculty? 
How do you use faculty to design 
the programme? 

10415am The rniHal grilling over, 
the accreditation team returns to 
the Clnb R&publique to greet stu- 
dents and alumni. Along the way 
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Promoting the brand: Mika Jones, director general of the Association of MBAs. 


the Association of MBAs. They 
answer in unison:. they want to 
have a degree which has Europe- 
wide recognition so that they can 
easily move jobs. 
ll.40am Meeting with the course 
director. The accreditation is now 
running 25 minutes behind 
schedule. The team are whisked 
around the b uilding to Prof Gou- 
geon ’s office where they are 
shown a tableful of textbooks 
used on the course. As course 
director it is now Prof Gougeon 


Mr Jones sneaks into one of the lecture 
theatres: the official guided tour is planned 
for later. 'They only show you what they 
want you to see,’ he mutters 


the terrier-like Mr Jones sneaks 
into one of the lecture theatres: 
the official guided tour is 
planned for later. “They only 
show you what they want you to 
see," he mutters, but concedes 
the facilities are impressive. 
10.30am Meeting the students. 
Back in the Club Republic, the 
assessors split into groups to 
interview students and alumni. 
With an average age of 34, and 
with all the students near fluent 
in En glish, despite the fact that 
the course is largely taught in 
French, they impress. Mr Jones 
asks them why they want to see 
their programme accredited by 


who gets the grilling. Do any of 
the students foil, asks Mr Jones. 
"It’s a failure for us, too. if they 
foil," is the enigmatic response of 
the ever-gradons Prof Gougeon. 
1135pm The assessment team is 
left alone to look at student pro- 
jects and written work. The 
debate continues: does the 
French academic system, exem- 
plified by ESCP. . pay enough 
attention to the literature of the 
subject and are the projects suffi- 
ciently analytical? Prof Thorpe is 
particularly vociferous on the 
point. “I believe Amba should 
hold the line on literature," be 
argues. 


1.00pm Lunch. With a shrug of 
his shoulders Prof Gougeon 
regrets that he has been unable 
to get the champagne he wanted 
but in the dining room the UK 
team seems unconcerned by the 
vintage. Parisian businessmen 
ami members of the Paris Cham- 
ber of Commerce have been 
invited to add their voices to the 
ESCP cause. 

The menu is sumptuous. But 
hardly is the coffee served before 
it is back to work. 

2.25pm Meeting with faculty. 
Now in Us shirtsleeves, Mr Jones 
poses many of the questions from 
the morning sessions to the 11 
faculty, three of them women, 
who are some of the teachers on 
the part-time MBA programme. 

The show is stolen by the 
American finance professor, him- 
self an MBA from Columbia in 
New York and one of the team 
who designed the programme. 
The tone has turned from con- 
frontational to reassuring: by 
now there is little doubt that the 
ESCP will be accredited, and 
with flying colours. 

When asked what they think of 
the accreditation process the 
answer is unexpected- “We would 
like you to speak French." 
3.15pm The faculty leave and the 
tour of the building begins. The 
accreditation team is led through 
corridors lined with modem 
prints to a lecture theatre where 
each seat is wired for Individual 


Colin Beere . 

computer use. There are big 
rooms and small rooms, language 
laboratories and computer labo- 
ratories. For the British academ- 
ics there is a feeling that no 
expense has been spared. 

Last stop is a very modem 
library, packed with enough 
management books and journals 
to daunt even the most demand- 
ing academic. “The library Is 
usually the acid test," mumbles 
Mr Jones. 

3^45pm The tram returns to the 
Club Republic to consider Its ver- 
dict. Mr Jones leada the team 
through the set list of criteria: 
faculty, students, duration of the 
course. "We’re not going to foil ft, 
are we?" he asks. It is a rhetori- 
cal question. 

4^Spm Prof Gougeon arrives to 
hear the verdict but Mr Jones 
keeps him in suspense. He talks 
about the school, the staff and 
the students before giving the 
news: the school has received 
accreditation for a maximum five 
years. A draft report will be with 
the school wi thin a month. 

Prof Gougeon hardly loses his 
cool, but immediately asks what 
he calls a "technical” question: 
how soon will he be able to use 
the accreditation logo on his mar- 
keting material? 

4J55pm Time to catch an evening 
flight back to the UK. For Mr 
Jones and Mr Owen it is a brief 
respite. Their next accreditation 
begins today. 


School's out - go 
to college 
for the summer 

What do you do with your high 
school-age children over the 
summer? Summer camp is an 
attractive option and these days 
business schools are getting tn 
on the act- 

Babson College, just outside 
Boston in the US, is .offering a 
three- week business camp for 
high school students Interested 
in the possibility of a career in 
business. 

The programme includes 
discussions with Babson's 
faculty and visits to 
entrepreneurial companies In the 
region as wed as the nltly-grftty 
of business plan writing - very 
much in. the style of Babson's 
own degree programmes. 

Babsorv US. 781 239 S727 

Lausanne looks 
for wisdom 
from the east 

Two students from central and 
eastern Europe or the Republic 
of China are to be offered 
scholarships to study at IMD, In 
Lausanne. The scholarships are 
offered try the alumni committee 
at IMD and will oaver the tuition 
fees for the fun-time, 11 -month 
MBA programme, which begins 
in January. 

IMD: ^wWWJrhd.th 

• A scholarship for tuition fees 
is also available to study on the 
MBA 'programme at the Theseus 
Institute, based in Sophia 
Antlpoite in the south of 
France. ;* 

The scholarship is sponsored 
by Telecommunications 
magazine and is available to a 
student with experience in a 
technology-related field. 

Theseus: www.iheseus.fr 

New York 

disaster 

masterclass 

Reoerit large-scale trading 
disasters are ibh subject of a 
one-day conference at the New 


York Salomon Centre at the - 
Stem school of business. The 
conference, on' April 17, wOf 
consider the sources of the 
di sa s te r s and look at lessons 
from other Industries about how 
they managed risk. 

Salomon Centre : US, 212 998 
0707 


Guidelines 
to quality 
thresholds 


The UK’s Association of 
Business Schoots'(ABS) has 
published a set of quality 
guidelines for providers of MBA 
courses. The ABS published a 
set of guidelines on DBAs - 
doctor of business 
administration degrees - last 
September. 

The guidelines are intended to 
help business schools to attain 
. threshold levels of quality. 

ABS: www.leerisjKi.uk/bes/absJ 
abshome-htm 

The Falklands 
go to 
Middlesex 

The government of the Falkland 
Islands has awarded a contract 
to Middlesex university business 
school to undertake a 
comprehensive study into 
training needs and 
vocational education on the 
island. 

The research wOJ be carried out 
by MUBS's Centre for Enterprise 
and Economic Development 
Research and will Involve a 
three-week visit to the Islands as 
well as work in the UK. 

The Falklands has a population 
of about 2,200 and 45 per cent 
of those of working age are 
employed by the government. 

The Island now has to diversify 
to deal with growing industries in 
tourism and mineral 
extraction. 

MUBS: UK (0)181 362 S 000 

Information for News from 
Campus should be sent to 
Della Bradshaw, The Fi na ncia l 
Times, Number One Southwark 
Bridge, London SE1 9HL- 
Tek 44 171 873 4673. 

Fax: 44 171 873 3950 
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Company hits 
the high notes 


Andrew Clark on 
excellence and 
accessibility in 
regional opera 

Ask Anthony Freud, general 
director of Welsh National Opera, 
to argue the case for spending tax- 
payers’ money on opera, and you 
get a simple, reasoned response. 
What motivates arts subsidies, be 
says, is a society which regards 
culture as important “Whether 
public spending on health and edu- 
cation should take precedence over 
arts expenditure is a debate Tm not 
prepared to enter. It’s like asking a 
patient suffering from a perfectly 
curable infection to choose 
between antibiotics and food. In a 



Anthony fraud, director of Welsh 
National Opera: ■ cMHed advocate 


First World economy like ours, the 
amount spent-o»'th8~art& in-tenns- 
of national expenditure is so 'tiny 
as to be beside the point What I 
object to is the suggestion, that we 
as a country can have cultural con- 
cern, without being prepared to 
spend money on it” 

As the postwar consensus on arts 
funding crumbles, Freud and his 
colleagues in UK arts management 
are starting to lift their heads 
above the parapet The arts lobby 
has been on the defensive - stung 
by charges of elitism, by calls to 
popularise the arts, by allegations 

of financial mismanagem ent “High 

art” seems out of favour with a 
New Labour government which 
equates culture with entertain- 
ment The populists are in the 
ascendant: pointing to the success 
of commercial ventures like Ray- 
mond Gubbay'e Madame Butterfly. 
they ask why culture cannot pay 
Its way US-style. On the other side 
are the pragmatists, who argue 
that soon there will be no need for 
government arts funding: the lot- 
tery will take over. Freud hopes 
WNO’s visit to London this week, 
with productions of La demema cti 
Tito and L’mcoronazkme di Poppea, 
will underline why institutions like 
WNO are worth supporting out of 


the public purse. 

Forty-year-old Freud trained as a 
barrister before joining the Sadler's 
Wells Theatre in 1980. He moved to 
WNO in 1984, and 10 years later 
succeeded Matthew Epstein in the 
fop job. But he still talks like a 
banister and his quiet political 
bWUs were instrumental in trans- 
forming the ill-fated Cardiff Bay 
Opera House Project into the Wales 
Mille nnium Centre, opening in 
2001, which will incorporate WNO’s 
first purpose-built home. 

The eompany arrives In London 
on an artistic high. Two weeks ago 
in Cardiff, Bi Uy Budd was raptur- 
ously received, and last autumn’s 
Carmen played to full houses In 
Wales and south-west England. 
T hank s to the conducting of 
Charles Mackerras, its production 
of Tito has been judged a revela- 
tion. WNO exists - like English 
National Opera, Glyndeboume 
Touring Opera. Opera North and 
Scottish Opera - to perform a cul- 
tural service. That means a reper- 
toire balanced between familiar 
and unfamiliar , performed to a 
high standard and made accessible 
to the regions it serves. 

WNO serves a population of 12m, 
spread geographically from Cardiff 
and Birmingham to Plymouth and 
Southampton. Freud argues that to 
make passible such a service, an 
annual grant of just OV6T £0m - 60 
per cent of turnover - is “astonish- 
ingly cost-efficient If you have a 
full-time institution, you have high 
fixed costs, which you cannot meet 
unless you have a reliable source 
. of funding^ ■■■Mtth-:' 

The problem for most UK arts 
institutions is that for five years, 
successive governments have not 
raised subsidies in line with infla- 
tion, so that-tbflir value in real 
terms has fafieh. The only way 
companies like WNO can remain 
solvent - given that they are 
exploiting sponsorship and box: 
office to the maximum - is by 
reducing output “And if you do 
that, you remove your ability to 
justify investment in the fixed 
casts in the first place. You enter a 
spiral of decline which will ulti- 
mately lead to your demise.” 

Such logic has been drowned out 
by the hue and cry over the Royal 
Opera House over the past year. 
Nationally, the image of the arts 
has suffered, and when arts organi- 
sations complain about underfund- 
ing, they are perceived as moaners. 
Freud will have none of it. “We’re 
seeking one thing only - that the 
real value of our funding be main- 
tained. What we offer in return is 
the sort of operatic diet no 
part-time or commercial organisa- 
tion could undertake. Clearly, if 
you don’t regard it as important to 
provide your regional centres with 
opera, if you simply allow arts pro- 



Ex pe nd frg tastes: Nod Jenkins in WNO’s The Coronation of Rappee 1 , which arrives in London tfita week 


vision to take its own course, to be 
led by local demand for cost- 
efficient commercial ventures, you 
will be limited to popular reper- 
toire in the. largest theatres. What 
you will not get is what has been 
developed in Britain over the past 
20 years - a cultural service across 
a wide geographical area. That’s 
what differentiates arts provision 
in Britain from the US.” 

And the success of that service - 
developed under the Arts Council's 
“spheres of influence" policy - is 
demonstrated season after season. 
Opera is more popular than it has 
ever been, audiences are coming 
from a broader economic base, and 
are larger than 20 years ago. Cub- 
bay’s two-week seasons In London 
would not have been possible with- 
out the permanent companies' 
year-round development of artists 
and audiences. 

Freud recognises that short sea- 
sons of popular operas in large 
auditorla can be lucrative, “but 
they’re not what I call a cultural 


service. It’s important that cities 
like Plymouth and Cardiff, which 
have only 1,000-seat theatres, none- 
theless get balanced, high-quality 
repertoire. If WNO was governed 
only by commercial considerations, 

The amount spent on 
the arts in terms of 
national expenditure 
is so tiny as to be 
beside the point* 

a city that happened to have a 
2,000-seat theatre would win every 
time. What the “spheres of Influ- 
ence" policy exemplifies is a qual- 
ity and quantity of opera, backed 
by community and education activ- 
ities, that is unique worldwide. 
It means being able to expand 
the taste of audiences with works 
like Budd and Popped, instead of 
sticking to old favourites.” 


Freud believes higher ticket 
prices would send the wrong mes- 
sage. Sponsorship - which he dou- 
bled last year to £L2m - fa also as 
h igh as can be expected. 

Unlike some of his colleagues, 
Freud Is too skilled an advocate to 
criticise the political establishment 
directly. He sums op his case by 
describing art as a form of emo- 
tional communication - “whether 
it be a painting, a piece of theatre, 
a poem, a symphony or an opera. B 
seems to me that the power of that 
emotional communication can 
change your life. That is the value 
of culture and that is why it’s 
worth supporting, because in mak- 
ing it accessible to the largest pos- 
sible number of people, in working 
to explain to them that they could 
enjoy the experience, we are 
enhancing the quality of life.” 

WHO's Aran total at opera opera tomor- 
row at ttiB Staflutray Theatre, London: 
0171-378 5989. 


Build up of 
bravura roles 


NEW YORK THEATRE 


BRENDAN LEMON 


MUsrafcy/ZHnsky 


If the New York theatre 
season is not currently rich 
In first-rate new plays, it is, 
happily, filled with first-rate 
performances in new plays. 
The gold standard in this 
area was set a couple of 
mrinthu ago by Cherry Jones, 
who, in Tina Howe's Pride’s 
Crossing at Lincoln Centre 
Theatre, briffiaxiQy captured 
the entire life span - from 
nine to 90 - of an Indomita- 
ble Yankee blueblood named 
Mabel Tiding s Bigelow. 

With the arrivals this 
month, however, of John 
Leguizamo in his autobio- 
graphical play Freak at the 
Cort Theatre, Broadway, and 
of Nathan Lane in Jan Robin 
Baltz’s Mizlanskj/jZilmsky at 
the Manhattan Theatre Club, 
Jones now has serious rivals 
in the bravura department 

Leguizamo, Hke Jones, is a 
protean performer for whom 
no character is out-of-range. 
In his previous solo outings, 
Mambo Mouth and Spic-o- 
Ratna, he convincingly 
essayed everything from 
smart-aleck New York City 
street punks to wizened 
Tokyo businessmen. For 
Freak, Leguizamo takes on 
an array of more than 40 
characters. Though the actor 
himself is rather slight, 

Kmn nfrh ^k i n u pd ftn d jrayen- 
haired, it is htrtbhig'for him 
.to c onstru ct scenes in which 
he rapidly assumes the- skins 
ot. Bay. a tall blade hipster, a . 
soured Puerto Bican grand- 
mother. and a prim white 
bystander. 

That I<eguizamn can etch 
characters so effortlessly 
owes a lot to his dynamic 
energy and even more to his 
ability to make a signature 
mannerism (clenched teeth 
or a persistent squint or a 
penchant for throat-cLearing) 
conjure entire personalities. 
But his alchemy also derives 
'fr om something ’wiunh hhht a 
difficult to describe: his 
lack of transitions. He 
moves from one character to 
the next so seamlessly that 
you can’t believe that he 
can keep them distinct, let 
alone the audience, but he 
does. 

The effect Is so daggling 
that you almost don't notice 
that the world Leguizamo 
has constructed far Ids char- 
acters - a narrative in which 
the performer's family 
■moves from a difficult life in 


Puerto Rico to an even 
tougher existence in New 
York City, and in which 
Leguizamo, as a young 
adult, seeks the appro val of 
his alcoholic father - is 
fairly superfidaL The star's 
gifts as a writer are nowhere 
Tv»ar his abilities as a per- 
fumer. 

If Leguizamo Is a comic 
fax, master of many things, 
then Nathan Lane, in the 
Baitz play, is a hedgehog. No 
matter what kind of charac- 
ter Lane is playing, he tends 
to resort to the same series 
of polished, surefire ges- 
tures: rolled eyes, a put-upon 
pout, and a nose turned 
upward, as if in perpetual 
disgust at the Idiocy around 

Hhn 

Weary of these trade- 
marks, some critics have 
taken to caning hfa method 
shdek. These observers grant 
that. Lane’s timing is peer- 
less, and that no broadly 
comic American actor, with 
the exception of Robin Wil- 
liams (Lane's costar in the 
film The Birdcage) is better 
at pleasing the audience, but 
they complain that they’ve 
seen it all before. Where, 
people say, are Lane's other 
colours? 

On stage at the Manhat tan 
Theatre Club fa the answer. 
In the Baitz drama. Lane 
plays a Hollywood scam art- 
ist, circa 1984. named Davis 
Mizlansky. He and his busi- 
ness partner, Sam Zfllnsky 
(Lewis J. Stadfen), once pro- 
duced, movie 

mbney-inakSts ’ ’as- “LSD 
Mama D etectiv e” and TSt- 
ler’s Niece”, but have now, 
like, the arty, commerrially 
unsuccessful books Zfllnsky 
likes to read, been “remain- 
dered". ’.TO survive, they 
have founded the Old 
Brampton Corporation, a 
tax-shelter company that 
produces Bible stories for 
chfldran. 

The play’s plot, not very 
satisfyingly worked out, 
involves - the pair’s attempt 
to make a deal with a vulgar 
Oklahoma investment advi- 
sor. There are few quotable 
fines, but laughs erupt regu- 
larly because of the s l rifl of 
the performers, Lane chief 
among them. But It fa in his 
quiet moments that the 
actor truly shines. When his 
ex-wife telephon e s bis anxi- 
ety-ridden office- to harass 
him about money and 
Mizlansky hangs up the 
phone, muttering, “She 
believed hr me," Lone gives 
notice of something new. in 
his actorly makeup: heart- 
break. 


INTERNATIONAL 

Arts 

Guide 

AMSTERDAM 

EXHIBI TIONS 

mjkmiimeum 

Tel: 31-20-673 2121 
On Country Roads and Fields: 
traces the development or Dutch 
landscape painting, beginning 
with the Idealised visions of De 
Moucheron and Van Huysumm 
and concluding with works by 
Van Gogh and Mondrian; ends 
tomorrow 

OPERA 

NroiWMTO vpDra» ran 
Muztektheeter 

7e£ 31-20-551 8911 
Oedipus Rex and 
Psairnensymfonie: Stravinsky 
dotfole-bffl. New, co-production 
with the Salzburg festival, 
directed by Peter Sellars. The 
conductor is Hans Vonk, and the 
cast includes WlUard White; Mar 
4.6 


BELFAST 

OPERA 

Opera Northern Ireland, Grand 
Opera House 

ret 44-1232-241919 


Hansel and Gratel: by 
Humperdinck. Conducted by 
Graham Jackson in a staging by 
Akfan Lang, with designs by Les 
Brotherston; Mar 3, 5, 7 


BERLIN 

OPERA 

Staatsoper imter dan Linden 

Tel: 49-30-2035 4555 
'mm-staatsoper-bertln.org 
Fatstaff; by Verdi. New 
production conducted by Claudio 
Abbado In a staging by Jo na th an 
Miller. Ruggero Raimondi sings 
the title role; Mar 2 


BOLOGNA 

OPERA 

Teatro Comunale 

Teh 39-51-529 999 
wvfw.nettupo.it/bot 
taatrocomunale 

U Gampiello: by Wotf-FerrarL New 
production conducted by Bruno 
Bartotetti in a staging by Nairn! 
Sard la. with designs by Antonio 
Ftorontino; Mar 3 


CHICAGO 

CONCERTS 
Orchestra HaB 

Tot 1-312-294-3000 
vww.chicagosymphony.org 
Chicago Symphony Orchestra: 
conducted by Zubin Mehta in 
works by Crumb and Bruckner. 
With soprano Barbara Ann 
Martin; Mar 3 

EXHIBITIONS 

Ait Institute Of Chicago 

TM: 1-312-443 3600 
www.ame.edu 


Italian Baroque Terracotta from 
the Hermitage Collection: 35 
works never before seen in the 
US, including pieces by Bemlnl 
and Algardl. Collected In the 
1740s by the Abbot Farsetti 
before they were acquired by the 
Tsar, many of these sculptures 
were In storage for two centuries; 
to May 3 

Museum of Contemporary Art 

Tel: 1-312-280 2660 
Cindy Sherman: touring 
r etr o sp ective tracing the New 
Yoric-based artist’s development 
from the 1970s to the present 
Consisting of 156 works, the 
show presents selections from 
each of her major series; to 
May 31. 


HELSINKI 

OPERA 

Finnish National Opera 

Te/: 358-9-4030 22?? 

The Magic Flute: by Mozart New 
production by Swedish director 
Etienne Glaser, designed by 
Peter Tlllberg. Conducted by 
Qkto Kamu; Mar 2 


LONDON 

CONCERTS 
Scab keen HaH 

Teh 44-171-638 8891 

• London Symphony Orchestra: 
Mstislav Rostropovich conducts 
a programme of works by 
Shostakovich; Mar 4 

• The Royal Opera: Der 
FretechOtz, by Weber. Concert 
performance conducted by 
Bernard Haitink. Cast Includes 
Thomas Moser; Mo* 3, 6 


OPERA 

Eng fish National Opera, 
London Coliseum 
Teh 44-1 71-632 8300 

• The Tales of Hoffrnan: by 
Offenbach. New production by 
Graham Vick, designed by 
Tobias Hoheisel and conducted 
by Paul Danlel/Wllltam Lacey. 
Cast Includes John Tomlinson 
(except Mar 5): Mar 2, 5 

• Xerxes: by HandeL 
Conducted by Noel Davies In a 
production by Nicholas Hytner; 
revived by Emma Jenkins; 

Mar 4, 6 

S haf te sb ury Theatre 
Tel: 44-171-379 5399 
Welsh National Opera: 
LTncoronaztone di Poppea, by 
Monteverdi. New production, 
with the Bavarian State Opera. 
Conducted by Rlnaldo 
Alessandrini in a staging by 
David AJden; Mar 3, 6 


MILAN 

OPERA 

Teatro alia Scafa 
Teh 39-2-88791 
wwwJescaiajTiBano.it 
Kovandna; by MussorgskL 
Production from the Mariinsky 
Theatre of St Petersburg 
conducted by Valery Gergiev In a 
staging by Fedor Lopukhov, with 
designs by Fedor Fedorovskf; 

Mar 3, 5, 6 


MOSCOW 

EXHIBITIONS 

Pushkin State Museum of Roe 
Arts 

French Master Drawings from the 


Pierpoint Morgan Library: part of 
a historic cultural exchange, 
featuring 120 drawings, 
sketchbooks and albums drawn 
from the.Ubrary's permanent 
collections. Highlights will Include 
works by Cfrzarme; from today . 
until May 10 , 


MUNICH 

OPERA 

Bayerteche Staatsoper 

Teh 49-89-2185 1920 
The Midsummer Marriage: by 
Michael Tippett Munich 
premiere. Mark Elder conducts a 
production staged by Richard 
Jones, with a cast including 
Alison Hagley and Philip 
Langridge; Mar 3, 6 


NEW YORK 

CONCERTS ’ 

Carnegie Hafl 

Tel: 1-212-247 
www.cameeyeha4.org 
Houston Symphony: conducted 
by Christoph Eschenbach In' 
works by Dvorak, Tchaikovsky 
and Stravinsky. With piano 
soloist Trillion Barto; Mar 5 

EXHIBITIONS 
Guggenheim Museum 

Tel: 1-212-423 3500 
wvw.guggenhaim.org 
Visions of Paris: Robert 
Delaunay's Series. Previously 
seen in Berlin, this exhibition 
focuses on the series paintings 
made by the artist in Parts; to 
May 24 

Metropolitan Museum of Art 

Teh 1-212-879 5500 


www.metmu9eum.org 
- Augustin Pajou, Royal Sculp/to e 
first retrospective devoted to - 
works by (he. French sculptor 
. (1730-1809), succe s sful In the . . 
French Royal Academy of 
Painting and ScuiptLVB and a 
favourite of Louis XV and Louis 
XVI. Includes marble statues, 
portrait busts, terracotta 
sketch-models, and drawings 
Including designs for the opera at 
Veraafllea. The exhibition arrives 
from'the Louvre; to May 24 

Museum of Modem Art . . 

Teh 1-212-708 9480 
wwwJrtoma.org 

Chuck Close: ret ros pe c t i ve of the 
American painter, comprising 90 
works and ranging across his ■ 
career; to May 26 

OPERA 

Metropofitan Opera, Lincoln 
Center 

Teh 1-212-362 6000 
www.mefopera.org 
Samson efDalBa: by : 
Sakit-SaSns. New production by ■ 
BQah Moshinsky, with designs by 
Richard Hudson; Mar 4. 7 

New York City Opera, New 
York State Theater 

Teh 1-212-870 5570 . 
wvirwjiycopemcom 
LaSohdme: by Puccini. 
Conducted by George Monahan 
and staged by GrazfoHa Sdutti; 
Mar 6, 7 


PARIS 

CONCERTS' 

Sale Pteyef 

Teh 33-1-4561 6569 


Orchestra de Parte- conducted 1 
by MaWtiffii Barhert In works by 
BUott Carter, Mozart and 
Prokofiev. WHh piano softest 
Peter Frank!; Mar 4, 5 

OPERA 

Opdre National da Paris, Op6m 
Bastiie 

Teh 33-1-4473 1300 
Tristan und Isolder .by Wagner. 
New production conducted by 
James Gordon in a staging by 
Stein Wlnge, with designs-by ’ . 
LennartMarfcCsteJnclikles. 
.Wolfgang Schmidt ato Sabine 
Hass; Mar3,‘ 7 • ••-. 


TV AND RADIO 

• WORLD SERVICE 
BBC World Service radio for 
Europe can be received In 
western Europe on meefium wave 
648 kHZ (463m) - 

EUROPEAN CABLE AND 
SATELLITE BUBVIES8 TV 

• -CNN Inter nati onal 

. Monday to Friday, GMT: 

CML30: Moneyfine wftfj Lou. Dobbs 
. 1X30: Business Asia 
1&3ft World Business Today 
2200: . W orld Business Today 
Ulpdata 
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PHILIP STEPHENS 


Of moguls and mice 

Rupert Murdoch is beginning to look like an old man in a huny 
in his handling of Chris Patten’s Asian memoir affair 


R upert Murdoch 

has miscalculated 
badly. The great 
media mogul has 
emerged from the saga of 
Chris Patten's memoir 
looking faintly ridiculous. 
More than that, the 
chairman of News 
Corporation has shown 
himself weak. There are 
lessons to be taken by the 
politicians, Britain's Tony 
Blair among them, who live 
in Mr Murdoch's shadow. 

We have heard thunderous 
warnings these past few 
days about what the row 
over Mr Patten's 
forthcoming book about Asia 
tells us of Mr Murdoch's 
vice- like grip on a huge 
chunk of the global media. 

To my mind, such laments, 
most synthetic but a few 
genuine, entirely miss the 
significance of the episode. 

The magnate who now 
stands before us appears not 
as some latterday Citizen 
Kane. Instead, we glimpse 
this modern master of the 
capitalist universe bent 
double before the potentates 
of the people in Beijing. If 
ever his media empire was a 
threat to western, and more 
particularly, British 
democracy (and 2 have 
always doubted it), that 
moment has passed. 

First, though, a recap of 
the story so Ear. Mr Patten, 
the last governor of Hong 
Kong and former chairman 
of Britain's Conservative 
party, is drawing on his 
experiences in the former 
colony to write a book about 
Asia. The publisher 
HarperCollins. owned by 
News Corporation, secured 
the contract to publish it Mr 
Patten was given a 
handsome cash advance, and 
a separate deal was struck 
for an accompanying series 
of television programmes. 
East and West, as the book is 
to be titled, was an assured 
bestseller. 

All went well until last 


month when the first 
chapters arrived at the 
offices of HarperCollins. 
Stuart Proffitt, the senior 
editor in charge of the book, 
expressed delight at Its 
quality. Not so some of his 
management colleagues who 
have more direct lines of 
accountability to Mr 
Murdoch. 

Unsurprisingly. Mr Patten, 
whose determination to 
introduce a modicum of 
democracy in Hong Kong 
before last year's handover 
led to his vilification in 
B eijing , was somewhat 
critical of the Chinese 
regime. Mr Murdoch, 
though, has invested 
hundreds of millions of 
pounds in an effort to beam 
satellite television into the 
vast Chinese market. And he 
has learned the hard way 
that Beijing does not take 
kindly to criticism. 

So Mr Patten's manuscript 
was rejected, initially under 
the flimsy pretext that the 
writing was not of sufficient 
quality. Prom the start, that 
was a ludicrous strategy. 
Those of us who make a 
living from the printed word 
have long admired Mr 
Patten's felicitous prose. In 
any event, Mr Proffitt's 
principled resignation 
quickly exploded the 
dissemblance. 

The upshot, briefly, is that 
the last governor has taken 
his book elsewhere, and the 
reputation of HarperCollins 
as a publisher of serious 
political books has taken a 
serious knock. Several 
authors have already 
indicated that they want to 
take future works to rival 
publishing houses. 

None of this is a surprise 
to those who have watched 
Mr Murdoch's long-running 
efforts to ingratiate himself 
with the Chinese authorities. 
A few years ago, he was 
foolish enough to speculate 
aloud that the global market 
in telecommunications 


would spell the end of 
totalitarian regimes. Belling, 
understandably, was not 
amused. Mr Murdoch has 
spent a lot of time and 
energy seeking to make 
amends. 

When the BBC broadcast a 
critical documentary about 
Chairman Mao. Mr Murdoch 
promptly removed its 

programmes from bis Star 
television service. Star, 
based in Hong Kong and 
broadcasting into parts of 
China, is the satellite vehicle 
which Mr Murdoch hopes 
will allow him to dominate 
the skies in the world's most 
populous nation. Thus when 
Ms Deng Bong, the daughter 
of the late Deng Xiapoing, 
showed a interest in writing 
her father's biography, 
HarperCollins was pleased to 
publish. Mr Murdoch took a 
personal interest in the 
book's promotion. 

Asia is the logical next 
step in the expansion of a 
global business which has 
seen Mr Murdoch break out 
of his native Australia first 
to Britain and then to the 
US. China’s teeming 
millions, he once said, 
promised an untold bonanza 
for the company which won 
the lease on Its airwaves. 

The liberal-minded say 
that the ruthlessness with 
which he pursues such 
ambitions is an affront to 
democracy. The media, it is 
heard said, baa duties 
beyond the bottom line. Mr 
Murdoch is unsentimental In 
such matters. He Is similarly 
unf orgivin g in his treatment 
of competitors, particularly 
in the British newspaper 
market It is no accident that 
the howls of indignation 
over his treatment of Mr 
Patten have been loudest in 
rival British newspapers. 

There is unease, though, 
within Mr Blair's 
government too. The prime 
minister gets cross when 
accused of cutting his 
political cloth to suit the 


1 prejudices of a dominant 
Murdoch press. Those 
newspapers, and especially 
the mass-market Sun, are a 
fact of life. New Labour, Mr 
Blair will tell you, wants to 
get its message to as many 
voters as it cad. It would be 
absurd to ignore any 
potential vehicle for its 
ambitions. And Mr 
Murdoch's News 
International has 40 per cent 
of newspaper readership, as 
well as BSkyB, the sole 
satellite broadcaster. 

Some of Mr Blair’s 
colleagues are not quite so 
sanguine. They have trouble 

rfwttngnishing the dog fr om 

the tail, particularly in 
matters such as Europe. The 
deeply Eurosceptlcal 
Murdoch press, and the 
phobic Sun especially, has 
loomed large in the 
government's cautious 
approach to the single 
European currency. Others 
see Mr Murdoch's hand in 
redent government retreats 
■over a privacy law and in its 
refusal to tighten 
competition law as it applies 
to the media. 

My own view is that Mr 
Murdoch has never been so 
much a threat as the 
feebleness of the politicians 
(and Margaret Thatcher paid 
homage at the court of News 
Corporation long before Mr 
Blair) who quail before him. 
Perhaps I have too much 
faith in the British people, 
but I think they have 
sufficient common sense to 
find their way through 
prejudiced pap. And on the 
other side of the Atlantic 
President Bill Clinton has 
lately reminded us how a 
leader with grit can defy a 
universally hostile press. 

But as far as Mr Murdoch 
is concerned, none of this 
really matters any longer. 
Those who fear him should 
stop for a moment to savour 
the delicious irony of his 
latest obeisance before the 
Beqing gerontocracy. 
Everything now is a slave to 
his ambitions in China - But 
that has turned the master 
into the servant In the 
transformation, he has lost 
his potency. 

Mr Murdoch Is mi the 
threshold of his 67th 
birthday. He is beginning to 
look like an old man in a 
hurry. The frenzy with 
which, he seeks to expand his 
empire betrays a realisation 
that it will not Outlive him 
The mogul has become a 
mouse. 
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Energy 
investments 

From Mr Charles Rutten. 

Sir, Your leader "Bye-bye 
MAI?" (February 19) on a 
Multilateral Agreement on 
Investments understates the 
value of international agree- 
ments to constrain the abil- 
ity of governments to dis- 
criminate against foreign 
investors. While market 
forces may provide a power- 
ful economic incentive to 
avoid such discrimination, it 
has to be recognised that the 
motive for such discrimina- 
tion more often than not is 
political rather than eco- 
nomic. The OECD is ambi- 
tious in seeking to cover ail 
economic sectors. 

In 1991 the European Com- 
munity launched a proposal 
for a multilateral Investment 
protection agreement aimed 
specifically at the energy 
sector. Its main purpose was 
to promote economic devel- 


LETTERS TO THE EDITOR 

value of 


points to 
agreement 

opment and political stabil- 
ity in the countries "in tran- 
sition" by creating a legally 
binding framework favour- 
ing and protecting foreign 
investments in the energy- 
sector. 

The energy charter treaty 
was signed on December 17 
1994 in Lisbon by 49 coun- 
tries, among them the Euro- 
pean Union and its member 
states. Russia and all the OS 
countries, Japan and Austra- 
lia. ft will enter into force on 
the April 16 1998. The ECT 
not only accords to foreign 

Investors tbe right of 
national treatment, it also 
guarantees freedom of tran- 
sit and immediate access to 
international arbitration for 
dispute settlement. For trade 
in energy products it gives 
to non-World Trade Organi- 
sation members the same 
treatment as if they wen? 


already members of that 
organisation. 

Tbe negotiating success 
probably came from the ini- 
tiative's political inspiration 
and from the full and equal 
participation of countries 
irrespective of their member- 
ship of OECD or WTO. 

It is certainly a pity that 
the US in the end could not 
accept tbe full substance of 
the energy charter treaty for 
reasons that are. to a large 
extent, similar to those it 
faces now in the MAI negoti- 
ations in Paris. I hope that 
eventually it will find it pos- 
sible to join both treaties. 

Charles Ratten, 
chairman of the interna- 
tional conference of the 
energy charter treaty, 
Boulevard de la Wolawe 56, 
1200 Brussels, 

Belgium 


Cyprus Turks support for EU conditional 


Prvm Mr Hakki Miiftdzade. 

Sir, Your correspondents 
in Nicosia, Kerin Hope and 
Andreas Hadjipapas. are out 
of touch with Turkish Cyp- 
riot opinion when they claim 
that the prospect of joining 
the European Union is 
“overwhelmingly popular" 
among the Turkish Cypriots 
(“Cypnis Turks stick to their 
hard line", February' 17). 


The majority of the Turk- 
ish Cypriots are in favour of 
EU membership, but only if 
their treaty rights, under the 
Zurich and London agree- 
ments. are preserved, and 
their security is guaranteed 
by Turkey. 

The best guarantee for 
tbem would be Turkey's 
membership of the EU, with- 
out which they perceive 


that, ultimately, tbey will be 
swamped and eliminated by 
the Greeks and Greek Cypri- 
ots. 

H akki MOftnzade. 

London representative, 
Turkish Republic of 
Northern Cyprus, 

29 Bedford Square, 

London WCIB 3EG, 

UK 


Lottery 

practices 


From Mr A.E. Wraith. 

Sir, Your report on the 
review by Oflot, the lottery 
regulator, of GTech's 
involvement in the National 
Lottery conveys the wrong 
idea about GTech's apparent 
success in a recent re-bid for 
its operating contract, five 
years into a 10 -yew contract, 
conducted by the Texas Lot- 
tery Commission (“GTech 
told to demonstrate fitness 

to run lottery”, February 
21-22). Far from conceding 
“ an important vote of confi- 
dence" or deciding to drop 
“plans to replace GTecb". 
the Texas Lottery Comm is* 
sion chairwoman. Harriet 
Myers, has said that she 
wasn't "ready to give up on 
bidding a new contract or 
revising the State's agree- 
ment with GTech". 

There is continuing dis- 
quiet about GTech's charges 
and behaviour in Texas. Let 
us hope that your reporting 
of what is. in reality, a reluc- 
tant and temporary accep- 
tance by the Texas Lottery 
Commission of an unsatis- 
factory situation will not 
damage positive perceptions 
of Oflat's effort to establish 
acceptable operating prac- 
tices in tbe UK. 

A.E. Wraith. 

Albion House, 

Warkworth. 

Northumberland, UK 


A1G long-established player in Japanese insurance market 


From Mr Maurice 
22. Greenberg. 

Sir, Your February 19 
article. “GE Capital sees its 
demographic chance", dis- 
cussed GE's entry into tbe 
Japanese life insurance mar- 
ket through a joint venture 
with a local Japanese 
insurer. The article implies 
that the opening of Japan's 
insurance market to foreign 
insurers is a brand new phe- 
nomenon and that GE is tbe 
first and only foreign com- 


pany to enter the market. 

Not only is this factually 
incorrect, but the article's 
overall premise is wrong, 
AIG has bad wholly-owned 
insurance operations in 
Japan for more than 50 
years, and today we have the 
largest foreign full-line life 
and non-life insurance busi- 
nesses in Japan. Our AIU 
Insurance Company and 
ALICO are well-known 
brand names in Japan, and 
AIG companies have been 


innovators in insurance 
products, services, and tech- 
nology. AIG's principal Japa- 
nese insurance operations 
hold Triple-A claims-paying 
ratings from Standard & 
Poor’s, and we have more 
than 10.000 agents selling 
our products to consumers. 
AIG's American Home 
Assurance Company was 
just given the first licence to 
begin direct selling of differ- 
entiated rate auto insurance 
in Japan. 


To suggest, as your 
reporter does in the first 
paragraph, that life Insur- 
ance has “now . . . fallen prey 
to the foreign invasion" 
shows a total ignorance of 
AIG's very successful insur- 
ance operations in Japan. 

Maurice R. Greenberg, 
chairman, 

American International 
Group Inc, 

70 Pine Street, 

New York, NT 10270, US 


Number One Southwark Bridge, London SE1 9HL 
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ECONOMICS NOTEBOOK ROBERT CHOTE 


Bank on transparency 

The ECB must take specific measures to make itself accountable, both for democratic 
reasons and so that market reactions to its decisions can become more predictable 


M ilton Fried- 
man. the Nobel 
prizewinning 
economist, 
once observed that central 
bankers had two principal 
objectives: "Avoiding 

accountability on the one 
hand and achieving public 
prestige on the other.” 

Within a few months we 
will find out if the governing 
council of tbe putative Euro- 
pean Central Bank (ECB) 
conforms to the this stereo- 
type. The omens are not 
good; accountability has 
recently become fashionable 
among central banks, but 
the ECB looks happy to turn 
back the clock. 

The Maastricht treaty 
imposes limited require- 
ments for accountability: the 
ECB will have to publish 
annual and quarterly reports 
on the activities of the Euro- 
pean System of Central 
Banks, while members of the 
ECB's executive board will 
have to submit to questions 
from committees of the 
European Parliament. 

As Professor Lars Calm- 
fors of Stockholm University 
argued in the FT last week, 
a more ambitious framework 
will be needed If the ECB is 
to begin its life with the 
political legitimacy that Is 
vital to any independent cen- 
tral bank. The citizens of the 
euro-area must be content to 
let the ECB take decisions of 
which they might disapprove 
in the short term, confident 
that it has their long-term 
interests at heart. 

Accountability addresses 
the “democratic deficit" that 
is implicit In removing inter- 
est rates from day to day 
political control. As Alan 
Blinder, former vice- 
chairman of the US Federal 
Reserve, has argued: “In a 
democratic society, the cen- 
tral bank's freedom to act 
implies an obligation to 
explain itself to the public. 
Accountability legitimises 
independence within a demo- 
cratic political structure." 

This rationale for account- 
ability is a noble one. But 
accountability - or, perhaps 
more accurately, transpar- 
ency - matters for a more 
mundane reason too; that 
monetary policy will be 
mare effective and less dis- 
ruptive if financial market 
participants and other eco- 


Lack of credibility encourages accountability 
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nomlc agents understand 
why the central bank is 
doing whatever it Is doing. 

If a central bank takes the 
time to explain its thinking, 
thoroughly, market reac- 
tions to policy should 
become more predictable. 

This creates a virtuous cir- 
cle: by making Itself more 
predictable to the markets, 
the central bank makes mar- 
ket reactions to policy more 
predictable to itself. This 
should help it manage the 
economy better. 

Transparency has not 
always been seen as a virtue. 
The late Karl Brunner, the 
Swiss -American monetarist, 
once observed: "Central 
banking is traditionally sur- 
rounded by a peculiar and 
protective political mys- 
tique. Access to this art and 
its proper execution is con- 
fined to the initiated elite. 

'The esoteric nature of the 
art is moreover revealed by 
an inherent impossibility to 
articulate its insights in 
explicit and intelligible 
words and sentences." 

But a number of central 
banks have proved that this 
need not be the case. Among 
others, the Bank of England, 
the Swedish Rlksbank and 
the Bank of Finland all pro- 
duce regular reports on the 
outlook Tor inflation, which 
underlies monetary policy 
decisions. These reports 
have generally improved the 


quality of public debate. 

Enhancing transparency 
bas been particularly popu- 
lar in countries where the 
monetary authorities had 
little credibility to begin 
with. Greater transparency 
has often accompanied the 
introduction of inflation tar- 
gets. for example, as a new 
regime has no track record. 

The graphic illustrates the 
point: it shows tbe relation- 
ship between accountability 
and credibility for 14 central 
banks. Accountability is 
assessed by four criteria: 

• Is tbe central bank moni- 
tored by parliament? 

• Are minutes of policy 
meetings published? 

• Does the central bank 
publish an Inflation report? 

• Can central bank deci- 
sions be overruled In 
extreme circumstances? 

Countries are more likely 
to have adopted these vari- 
ous accountability mecha- 
nisms where high bond 
yields signalled a lack of 
credibility. But in Germany, 
for example, the Bundes- 
bank has established credi- 
bility by delivering rela- 
tively low inflation over a 
long period. Its deeds matter 
more than its words, so 
demands for extra account- 
ability are largely muted. 

Whatever Europe's central 
bankers may wish, the ECB 
is not going to Inherit the 
Bundesbank’s credibility 


overnight. It will have to 
earn that credibility, and 
while it does so transpar- 
ency will be even more 
important for the ECB than 
it is for other central banks 
in normal circumstances. 

Financial markets will 
have to learn from scratch 
how to interpret the ECB’s 
policy decisions and the way 
it responds to unfamiliar 
news about economic condi- 
tions In the euro-area. 

Waiting months for an 
opaque ECB report or some 
obscurantist testimony to a 
European parliament com- 
mittee will not be enough. 
Brief explanations or policy 
decisions should be pub- 
lished immediately. And. fol- 
lowing the example of the 
Bank of England or the Fed, 
the ECB should publish min- 
utes of its policy-making 
meetings shortly after the 
□ext such meeting. 

The minutes should detail 
the strands of thinking in 
each meeting and the result 
of any vote. But national 
sensitivities mean there 
might be a case to keep the 
identities of dissenting vot- 
ers secret to begin with. 

In Anglo-Saxon countries, 
these proposals might seem 
unexceptional. But they jar 
with the instincts of some 
continental European cen- 
tral bankers. Many are 
happy to give long speeches 
about objectives and broad 
strategy, but not to discuss 
short-term arguments. 

One frequently voiced fear 
is that revealing disagree- 
ments in the council might 
upset the financial markets. 
But recent experience in the 
UK should be reassuring in 
this regard, where news of 
the first split on the Bank of 
England’s monetary policy 
committee caused no alarau 
Some European central 
bankers also point to the 
example of the Bundesbank, 
which compensates for a 
lack of formal transparency 
with the willingness of its 
regional presidents to com- 
ment on monetary policy at 
the drop of a hat. 

But relying solely on this 
channel in the ECB might 
make the debate unduly 
nationalistic as central bank 
governors play to their 
domestic audiences. 

Robert Chou# FT.com 
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It looks like 
eleven 


W ist does Asia's 
crony capital- 
ism have in 
common with 
Europe's mad 
cow scare? The answer is that 
both show different aspects of a 
growing worldwide phenomenon: 
file faflnre to provide dear and 
enforceable rules gov ernin g mar- 
ket power and behaviour. It 3s 
causing not merely local prob- 
lems: t h rough the interaction of 
world markets, these problems 
are going global. 

In Asia, incestuous and srane- 
thnes c orr up t folks between gov- 
ernments a nd business have flora 
much to nndcamine the conti- 
nent’s economic “miracle”; the 
consequences have been devas- 
tating locally and the knock-on 
effects have been felt round the 
world. In Europe, mfajudgznents 
by agriculture officials, whose 
priority seemed more to protect 
fanners* incomes *Vmn consum- 
ers’ health, have had devastates 
effects on UK beef i irmt fng but 
the consequences have reverber- 
ated throughout Europe a n farm- 
ing. Both incidents T w wt wl rn* 8 the 
growing costs of failure to regur 
late markets effe ctively. 

Increasingly, regulation is 
becoming the focus of interna- 
tional cornpetitKm amfl cCBQffiCL 
As the borders come down in the 
world economy, the repercns- 
: sioos of inadequate or flawed reg- 
ulation are h*yom?r»g ttw-h- p j mm p- 

1 rfint** arid ttwh- p Kb ply to CTOSS 
wrib mal fnrntwri e 

This is thrusting the mam 
global body for resolving trade 
disputes, the World Trade Organ- 
isation, fate new territory. As Eb- 
eraHsatian extends deeper into 
countries' domestic economies, 
the opening of Tran**** increas- 
ingly requires global cBsapSoes 
on national regulatory policies. 
One example is the commitment 
by WTO members, in their tele- 
ccannamicatjans agreement last 
year. In respect common regula- 
tory principles, intended to jan- 
znote vtwti p pQ limn 
At the same time, an sorts cff 
regniatum-intensive industries 
are bang hboaSsed. TOecomznu- 
mcatians is a prime example: oth- 
ers iodntfe energy, firaurral and 
other services and food. 
Increased competition in these 
areas t\i ini^ht the dom estic 
T B pmK that now r e g u late thp<m 
into conflict Much of the singte- 
jxs&ket l egftlatiun of the Europe 
Codon has long been aimed at 
ti ^rrnrrHving regulation is these 
areas. But now the problem has 
become global with the Uruguay 
trade round's agreaneat an tele- 
comm uni cations. financial ser- 
vices and fai m i: tg 
And that is just the start. 

7 zeroing ahead are new issues - 
environmental laws, labour reJa- 
tkms and so on - in which regu- 
lation is even more sensitive, 
even more central. 

Resolving probltaus in all these 
areas is already proving difficult 
sxmgh between the US and the 
EC, far example ova- food safety 
qaestioos — a source of hitter dis- 
pute. Difficulties wxfl be even 
greater between western coun- 
tries and countries in Asia or 
developing countries, where cul- 
tural assumptions, politics and 
income levels diverge more. A 
global rule-based regime can only 
be as strong as its weakest fink. 
Bence, as gtobafisadon proceeds, 
tire pressures for mare, and bet- 
ter regulation is likely to 
i nc reas e on every country. 

These trends, however, have 
far-reaching impii cations for the 

role of the state. In the isscb. 
many economic reformers 


Rules for the regulators 

The new world trade battle Will not be over tariffs or other market restrictions, 
argues Guy de Jonquieres. It will be over regulation 


Tbke a look back just a couple of 
years ago. Who would have 
believed that 14 of the 15 member 
European Union 
would meet the strict Maastricht 
criteria for the launch of a single 
currency? Both in controlling 
their public sector drfir^ 
reducing inflation, they have 
achieved economic convergence. 
And most have made progress in 
curbing their government debt 
(with Germany the surprising 
definquent on that score). It is a 
remarkable achievement of fiscal 
stabilisation, which only the 
most churlish Eurosceptic would 
deny. 

Even Greece, the orw country 
that has not made the grade, is in 
sight of doing so by 200L As for 
Britain, Denmark and Sweden, 
they all could join the euro If 
they wanted. It is only the pofitL 
eal will that is lacking. So 12 look 
set to stand on the s t a r t ing - Km 

It has undoubtedly been a pain- 
ful process, with the cost felt in 
strict control of public spending, 
and stubbornly high unemploy- 
ment rates. It was also a neces- 
sary process, with or without the 
euro. Countries such as Italy. 
Portugal and Spain have 
embarked an essential restructur- 
ing and spending reforms that 
were long overdue. Indeed ft is 
the outsiders, like the Mediterra- 
nean countries and Ireland, who 
have achieved the most. Obvious 
insiders like Germany and 
France have still to face tax 
reforms and labour market 
deregulation that the competition 
inside a single currency area wQl 
require. 

Meeting the Maastricht criteria 
was the first step. In spite of the 
agony, it may yet prove to have 
been the easiest. Sustaining the 
process will be the real challenge. 
Assessing that prospect is now 


the task of the European Com- 
mission and the European Mone- 
tary Institute, both of which 
must submit reports within a 
month . Yet it seems, politically 
inconceivable that a country 
(Italy for example) might be 
excluded, on the basis of tiigrr 
projections, given the progress to 
date. 

Of course the statistics have 
been ma ssaged, Italy's once-off 
Euro-tax, France's use of the 
France Telecom pension fund to 
bolster its budget, and Germany's 
reclassification of hospital debt — 
all these are questionable. Bat so 
is the rigid adherence to 3 per 
cent as a measure of an accept- 
able deficit. What matters is real 
economic convergence. 

The debt figures remain a 
worry. Ireland has made dra- 
matic progress in reducing its 
pnbfic debt to 6&3 per cent of 
GDP, dearly within feriHng dis- 
tance of the GO per rant ♦ ai- grt 
But Belgium and Italy, each with 
more than 120 per rent, have a 
huge burden still to ftwano 
They have been, and wifi con- 
tinue to be, helped by the nar- 
rowing of the yield gap an gov- 
ernment bonds, as the markets 
have come to believe 
in the prospect of the single cur- 
rency. 

The question now is whether 
the 11 will behave as members of 
a monetary union from the 
launch day of January L, 2399. 
That will require a degree of pol- 
icy co-ordination none has yet 
learned. And the dbaBaage wifi 

be coping with wrampln y irerrt Jf 
it rises, whe ther in Ger man y or 
in Spain, it will put huge polffical 
pressure on the system. Bnt polit- 
ical conviction is what has got 
them to tbe s tar ti n g Ihw»_ Hms 
far it has been tbe sceptics who 
have been proved wrong. 


Murdoch hunt 


There is no more magnificent 
right than media bounds in full 
humbug cry, especially when the 
bunt is after one of their own. So 
it is now. following the derision 
by HarperCoIlins. a publishing 
firm owned by Rupert Murdoch, 
not to publish a book written by 
the last governor of Hot® Kong 
for fear that it might offend Mir 
Murdoch's new friends in the Bei- 
jing government. *n»e news has 
brought forth a torrent of abuse 
from his n ewsp ap e r rivals, of a 
kind that might make a lesser 
person feel faint. 

Entertaining sport it may be, 
but is it serious? There could 
never have been any question of 
the book either being bowdter- 
ised, or not published. Tbe 
author would not have accepted 
censorship, and - in a highly com- 
petitive market - it was inevitable 
that a rival would happily step in 
to snap up the property. 

Viewed in this light, it all 
comes down to a simple bus in e ss 
derision. Mr Murdoch most have 
decided that the damage he will 
certainly "have caused to the good 
name of HarperCaUins is less 
important than keeping the Chi- 
nese authorities sweet. This is 
consistent with his past behav- 
iour. it is not nearly as shocking 
as his derision four years ago to 
drop BBC news from bis Hang 


Kong satellite service to appease 
n>ina - and there is no reason to 
think the protest s following that 
move cost him sleep. 

The publi c policy question is 
whether Mr Murdoch is too pow- 
erful - at le ast in the UK, where 
he has a formidable array of tele- 
ririon and publishing interests. 
Bat it is hard to make this case. 
Depending on bow yon measure 
it, bis toted share of die nation's 
eyeballs is comparable to those of 
the big independent television 
companies, and a fraction of 
what the BBC commands. And 
these are industries where tech- 
nology is dramatically lowering 
the barrios to new entrants. 

Moreover, the pabhc is not stu- 
pid. Readers of Mr Murdoch’s 
newspapers can draw their own 
conclusions from their editors' 
decision largely to ignore the 
HajperCoBSns story. 

ft r wm n trttt true that Britain’s 
political leaders, of whatever 
party, have shown themselves 
distressingty anxious not to upset 
what they perceive to be Mr Mur- 
doch’s interests. But the pursuit 
ctf influence has been the prrri- 
of press tycoons through the 
ages. We do not need new laws to 
control We need politicians 
with file guts to snap their fin- 
gers at HuTTIps - wherever they 
find them. 









believed growth and efficiency 
could both be increased by 
rolling back the state's frontiers. 
Deregulation vras one outcome. 
in tbe laze 1990s. many govern- 
ments nave concluded that plain 
deregulation is not enough: mar- 
kets need clear and firmly 
enforced rules to work properly. 
In other words, more market 
often requires better - not 
merely fewer - roles. 

This is a big change and one 
that few countries are ready for. 
Clear, enforceable market rules 
need strong, established regula- 
tors. And these regulators need 
to be independent of politicians 
to prevent regulators being 
turned into covert tools of gov- 
ernment intervention. Few coun- 
tries hare established regulatory 
agencies with the statutory inde- 
pendence. integrity and experi- 
ence of the US Food and Drug 
Administration, Britain’s utility 
regulators or Germany's Cartel 
Omce. 

In Europe, the advent of the 
single market has hugely 
increased the workload of anti- 
trust watchdogs in Brussels and 
required their policing powers to 
be expanded and strengthened. 
This increased authority is con- 
troversial. One measure of the 
resistance to change is the foot- 
dragging by European Union 
members over plans for competi- 
tion in telecommunications. 
Many governments, long used to 
worki ng h and in glove with pow- 
erful PTT monopolies, are prov- 
ing slow to implement agreed 
roles to break their hold on the 
market 

Developing countries face still 
more daunting obstacles. At the 
most basic level, many lack the 
independent judiciary, the com- 
petent and impartial public ser- 
vice and the checks on political 
meddling which are indispens- 
able to fair and efficient regula- 
tion. 

A south-east Asian economist 
told a recent Organisation for 


Economic Co-operation and 
Development seminar that few 
countries in the region yet 
accepted that objective rules 
were even desirable - let alone 
attainable. In these conditions, 
she said, ‘regulations [in Asia] 
are prone to become nothing 
more than rent-seeking devices 
for private profiteers." 

Into the middle of all these dif- 
ficulties, the WTO has been 
thrust, as a court at which the 
underlying issues can be put to 
the test Take food safety. 

A disputes panel has upheld a US 
complaint against the EU deci- 
sion to ban on hormone-treated 
beef, finding it had not been pre- 
ceded by a proper scientific risk 
assessment 

Such assessments are a central 
element in recent WTO efforts to 

The repercussions of 
flawed regulation 
are becoming more 
immediate and more 
likely to cross 
national frontiers 

establish clearer rules for form 
trade. These require food safety 
regulations which exceed inter- 
national standards to be justified 
on the basis of bard scientific evi- 
dence. 

However, tbe approach is far 
from a complete solution. Formu- 
lation of common international 
food standards is proving an 
uphill struggle. Furthermore, rig- 
orous scientific analysis is 
unlikely to find any product com- 
pletely safe: much of the time, it 
can only hope to quantify the 
hazards involved. 

The question then becomes one 
of what level of risk is accept- 
able. The answer depends on an 
essentially political judgment It 
is bard to imagine any self-re- 


specting national or regional reg- 
ulator handing responsibility for 
such a decision to anyone else. 

Similarly in telecommunica- 
tions. Many trade experts believe 
that the WTO will have its bands 
full enforcing its regulatory prin- 
ciples for this, while most mem- 
bers lack proper machinery for 
implementing them. Recent US 
complaints that inadequate regu- 
lation is blocking its companies' 
access to Mexico's telecommuni- 
cations market may be a fore- 
taste of similar disputes. 

Such reluctance to surrender 
national sovereignty suggests 
that attempts to expand global 
rule-making face serious practi- 
cal limits. However, even the 
most sovereignty-conscious gov- 
ernments still have difficulty 
deriding exactly where these lie. 

The US, in particular, is a fre- 
quent advocate of global rules - 
where they suit its own interests. 
However, it has been repeatedly 
tripped up by its own demands. 

Washington has been pressing 
in the Organisation for Economic 
Co-operation and Development 
for h indiqg international disputes 
mechanisms, which would allow 
private investors to sue foreign 
governments over asset expropri- 
ations. Only late in the day has 
tbe US realised, to its chagrin, 
that tbe machinery it wants 
could also be used to overrule US 
state governments and national 
courts. 

Equally, the US reacted with 
outrage last year, when a WTO 
panel rejected its complaint that 
Japan bad rigged the local photo- 
graphic film market against for- 
eign competitors. Yet no country 
has fought harder than the US to 
deny the WTO jurisdiction over 
the competition policy questions 
which lay at the heart of its case. 

If global harmonisation of regu- 
lation looks a distant prospect, 
promoting co-existence may offer 
a way forward. That approach 
underlies the VS and EU drive to 
dismantle barriers to transatlan- 


tic investment and trade. 

The two sides have set out to 
negotiate "mutual recognition 
agreements" (MRAs), authorising 
each to test and certify products 
or processes designed to the oth- 
er’s standards. Separately, EU 
and US anti-trust authorities are 
co-operating on cases which 
affect both their markets. 

These initiatives have suc- 
ceeded - up to a point The US 
and EU have concluded draft 
MRAs, covering products includ- 
ing pharmaceuticals and medical 
devices, while their trust-busters 
have liaised closely on numerous 
investigations, including tbe cur- 
rent investigation into Micro- 
soft’s market power. 

However, there are serious 
doubts about whether indepen- 
dent US regulatory agencies, 
such as the Food and Drug 
Administration, will respect the 
MRAs, once they are put into 
effect. Transatlantic anti-trust 
co-operation, meanwhile, was 
severely tested last year, when 
Washington and Brussels only 
narrowly avoided a collision over 
tbe Boeing-M cDonneH merger. 

The obstacles to a meeting of 
minds on these issues go beyond 
mere differences in laws and 
standards, or territorial jealou- 
sies. Both cases have revealed a 
more fundamental stumbling 
block: reluctance by authorities 
on either side of the Atlantic to 
trust each other, in sensitive 
m att er s of national interest, to 
act impartially and In good faith. 

All worthwhile regulatory 
authorities need some freedom to 
exercise discretion. Their legiti- 
macy depends on public confi- 
dence that they can be relied on 
to use that freedom wisely. 

As economic and political pres- 
sures around the world increase 
the need for more effective regu- 
lation, the biggest challenge fac- 
ing its development - within 
countries as well as between 
them - is probably to show that 
that confidence is deserved. 
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Reactions to last week’s B agh d a d 
agreement reveal all too starkly 
the alarming gap that has opaied 
up in public opinion between the 
US and the rest of tbe world. 

Outside the US, even in the 
UK, the agreement Is almost uni- 
versally felt to have enhanced 
tbe prestige of the IlN.and its 
secretary-general, Kofi Annan, 
KOt that tbe worid takes Saddam 
Hussein at his word, got assmn® 
there arenofbrtiiera^esab^d. 

But it saw more dangers than 
advantages in the projwf^ 
bombing of Iraq. It is glad that 
the agreement at feast gives ON 
inspectors one more chance to 
establish whether Iraq still holds 
large stocks off chemical and bm- 
loglcal weapons, and ff so to dis- 
poseoftbem^Jeaceftrily. 

That reaction is o fficial ly 
shared by the US a dmftug fration 

- but not by leading Kepubpcans. 

in' many influential US com- 
Fbr than the agi*: 
meat, so fiat from enhancing tte 
UN's prestige, has strengthen^ 
the view that it is a dangerous 
restraint on US fr eedom of 
action- W*4 

Washington is now such -fort Mr 
Annan feels obliged to 
a^vreoewed attempt to persuade 

This is very worrying. 
g^EuronBans whose lomr-tenn 


security still depends on the 
Atlantic alliance. 

Europeans have themselves 
partly to blame. While the UK 
and France did. in different ways, 
wiaiw gimp contribution to solv- 
ing the crisis, other Europeans 

behaved as if it was simply 
ano ther tiresome loyalty test 
spr in g on them by the US. And 
tbe EU collectively did nathing- 
Tany Blair, as president of the 
European Council, had a chance 
to play the leading role in Europe 
he d ? 5 ™ to want, and to convey 
Europe's views to Washington- 
He did not even fry. . 

He a mistake during 

the crisis in poshing for a new 
UN resolution dedaring fraq in 
-material breach" of its obliga- 
tions. Since agreement on this 
proved unattainable, it amply 
showed up the Prisons in tbe 
security council and weakened 
the Anglo-American position- 

Now, however, Mr Blair is 
right to insist on a resolution 
endorsing the agreement. The 
wading will not be as tough as 
the US and UK would Eke. bnt jt 
£ still important to spell out the 
counefl’s unity in insisting on 
foil Trap c ompli a nc e. Next : time 
mfiztazy action has to be threat- 
ened (as it all too likely the 
prflitw-fll groun d must be better 
prepared. 


Singapore takes 
vertical hold 

Politicians usually can't wait to 
get in front of a television camera 
- but not in Singapore. The 
government has Introduced 
legislation to ban the distribution 
of political videos; ministers of 
the ruling People's Action party 
reckon afl that faming can only 
distract from the substantial 
business of government. 

If political videos were allowed, 
says information minister George 
Yea, election candidates would 
have to spend their time on 
frivolous things like “putting on 
make-up, combing their hair, 
dressing up, appearing in 
poetical videos and distributing 
them to win votes". He told 
parliament that television 
encourages the use of spirt 
doctors - which would degrade 
democracy to the level of selling 
hamburgers and soap powder. 

Opposition parties, battling to 
make headway against a 
pro-gove rnm ent press and -state 
run television, take a different 
view. Even some PAP MPs and 
nominated members of 
Singapore's parliament - 
candidates appointed to 
stimulate debate in the absence 
of any significant opposition — 
have thefr reservations, arguing 
mat toe new law is too vague. 

There's also unease about the 
heavy maximum SSl 00.000 
(562,500) fine: the penalty for 
exhibiting obscene films in 


Singapore has just been 
increased to SSI 0,000. But Yeo 
remains unmoved: The damage 
that could be caused by a 
political film during an election 
campaign can be dramatic and 
even catastrophic." 

Spoiled for Joyce 

Hong Kong fashion guru Joyce 
Ma may find she needs more 
than her usual dose of spiritual 
cleansing this year. A rights issue 
| last week by her Joyce Boutique 
Holdings saw the share price 
plummet shrinking by a size or 
! two her own paper fortune. 

Ma's empire of upmarket 
shops has for 30 years helped 
lighten the wallets of tai ta& - 
wealthy Hong Kong wives - and 
other label -conscious Asians. But 
now, in the face of the Asian 
financial crisis, formerly 
well-heeled customers find that, 
well, Armani's too tight to 
mention. Custom has evaporated 
and sales staff have been 
trimmed; the most commonly 
spied labels are those bearing - 
discounted prices. 

Ma may have to tighten her 
belt too - though the designer 
darting already prefers to sip on 
water or a tisane rather than 
champagne, and spurns rich 
cakes in favour of ascetic bowls 
of rice and vegetables. In line 
with spiritualist and minimalist 
teachings, she keeps her homes 
(of which there are several} 
starkly free of clutter. 

Most Important are Ma's 


twice-a-yesr visits to an ashram 
in India. This year she’ll be able 
to reflect on the fickle world of 
fashion — and the tickle Anger of 
financial fate. 

Pound for pound 

Britain may be steering dear of 
monetary union for the time 
being, but its business leaders 
are Strangely reluctant to speak 
out against the single currency. 

The Institute of Directors, a 
business club which makes no 
secret of its doubts, has written 
to more than 100 top British 
industrialists deemed 
unsympathetic to monetary 
union. Were they doubtful about 
the merits of joining? Yes, 
indeed. So would they oppose 
Emu publicly or provide funding 
for an anti-Emu campaign? The 
silence was deafening. 

In the conformist world of UK 
ptc, it seems, no-one wants to 
be seen to be too zealous in their 
opposition to the Single currency. 
Perhaps because many of their 
big shareholders - the City 
investing institutions - lean the 
other way. It's going to be an 
uphill struggle for the 
Eurosceptics to rafse enough 
cash to mount decent campaign. 

Going, going, gong 

Marty people would be pleased 
with the award of a Padma 
Bhusan. the gong handed out on 
Republic Day in New Delhi: not 
L.M. Singhvi, the former Indian 


High Commissioner In London. 
“He is peeved,” says an aide. 

“He reckons he should have got 
a more distinguished honour. “ 

The Padma Bhusan is a classy 
award which has gone in the 
past to tire likes of star cricketer 
Kapil Dev. The aide says it's not 
enough for someone who held 
India’s top diplomatic post for 
seven yearn. Oddly, the citation 
referred to Sirighvi’s work In the 
law rathe- than diplomacy. 

So what was Singhvi 
expecting? The next gong up is a 
Padma Vlbhushan, a bit like a 
British knighthood, while the 
pirmade is the Bharat Ratna, 
equivalent to a British peerage; 
this year it went to A.P.J. Abdul 
Kalam, father of India's Agni 
missiles programme. Must have 
been a real booster. 


In the red 


Its weapons are decaying and it 
barely has enough cash to keep 
the troops in uniform, but the 
Russian mifitary has launched a 
new offensive to keep up with 
the times. So what If many young 
Russians dodge the draft for fear 
of starvation on mifitary service? 
The Red Army has a website. 

Inaugurated last week, the Site 
is only In Russian and doesn't 
give away any top secrets. But 
Its very existence - after a fierce 
battle between old guard and the 
army’s more trendy wing ~ is a 
sign that the men in uniform 
simply won’t be left behind. In 
the cyberspace race, that is. 


100 years ago 

West African Difficulty 
Paris: At to-day’s meeting of 
tbe Chamber of Deputies, 
Prince D’Arenberg addressed 
an interpellation to tbe 
Minister of Foreign Affairs 
concerning recent events in 
West Africa. The Royal Niger 
Company, he said, let slip no 
opportunity of proving to 
France its determination to 
prevent absolutely the free 
navigation of the Niger and 
its procedure had caused 
irritation among the trading 
community of that region. It 
was French officers who bad 
surveyed the course of the 
Niger, and by the terms of tbe 
Treaty of Berlin, France had 
the right of free navigation on 
that river. 

50 years ago 

Dispute Over Poles 
Six hundred workers struck 
yesterday when Ransomes 
and Rapier, engineers and 
iron founders, engaged four 
Poles at their Ipswich works. 
The workers are carrying out 
a threat made a fortnight ago, 
it was learned last night. One 
of the strikers told a reporter 
that yesterday's workshop 
meeting was held during the 
lunch hour and “as no reply 
was received by 4 pm. we 
walked out We shall stay an 
strike until the Poles are 
dismissed." A number of 
non-trade union employees 
remained at their bench. 
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Chemical repulsion 


The plan to create the world's leaning 
drugs company is too good to pass up. 
Glaxo Wellcome and Smi th Klin e Beecfaam 
still have complementary portfolios and 
technologies; they could still cut costs by 
about £1.5bn. With the London market 
hitting new highs on Friday, these two 
were trading at 14 per cent below their 
peaks - a combined loss of more than 
£15 bn ($25bn). 

That this was blown by a handful of 
egotistical executives, who could not 
agree their roles, remains bard to swal- 
low. This is even the case if the reasoning 
is broadened out to say that Sir Richard 
Sykes, Glaxo ’s chairman, and Jan 
Leschly, SmithKline's chief executive, per- 
sonify different management approaches, 
different cultures. While the bad blood 
has reduced the scope to create value. It 
has surely not eliminated it 

An answer would now have to entail 
one side being chosen as top dog. Can this 
be achieved by non -executives han g in g 
heads together? In theory it could. But at 
least one of the warring executives would 
have to surrender. One rejected option 
entailed Jan Leschly departing, and his 
number two, Jean-Pterre Gamier, step- 
ping up to be chief executive under Sir 
Richard. Another alternative would be for 
Sir Richard to become non-executive 
chairman. 

In the absence of such a volte-face, it 
would be better to have a takeover. 
Indeed this would avoid fudges over who 
Is in control. 

Hie drawback is that both companies 
are on such high ratings that a premium 
would destroy value for the bidder. Less 
than two weeks ago both sides agreed that 
a 60:40 GlaxorSmithElme split was equita- 
ble. So why not have both sides launch 
paper bids at that level and let sharehold- 
ers pick who runs the show? 


Saxo WeJfctme/SmithKfirte Beecham 
Martet captfattsafon gbn) 
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tunity of snapping up a leading name, 
albeit one temporarily discomfited by the 
ripple effects of Asia, looks too good to 
miss. The cultural fit should be comfort- 
able. given that Garantia is a partnership 
and usually described as “the Goldman 
Sachs of B raztr . But despite Garantia’s 
trading losses last October. Goldman will 
probably still have to pay close to three 
times Garantia’s $500m net assets to land 
its catch. 

Goldman’s decision to get serious about 
Brazil goes against the trend. HSBC and 
1NG Barings have just cut back in Latin 
America. In Br azil, 20-odd local and for- 
eign investment banks are chasing a 
diminishing amount of privatisation 
mandates. This is driving down margins - 
witness the record low fees for the Tele- 
bras telecoms issue. As the market shifts 
from government business to more tradi- 
tional corporate and institutional work, 
consolidation will follow. It is a fair bet 
that the big US houses will emerge on top 
- but there might be a few lean years in 
between. 


Goldman Sachs/Brazil 

Having been late for the carnival, Gold- 
man Sachs seems determined to make up 
lost time. The acquisition of Garantia, 
Brazil's top investment bank, would allow 
Goldman to leapfrog rivals such as Merrill 
Lynch. J.P. Morgan and Morgan Stanley, 
who were quicker to build up their local 
presences and tap into Brazil’s huge pri- 
vatisation programme. 

While Goldman prefers to build rather 
than buy its foreign operations, the oppor- 


Credit Lyonnais 

Lionel Jospin, the French prime minister, 
must be giving silent thanks. When it 
comes to Credit Lyonnais, even a govern- 
ment ambivalent about foreign investors 
ought to be able to swallow its doubts. 
The French taxpayer is already set to pick 
up a tab of at least FFriSQbn ($25bn> for 
extricating the bank from its past follies. 
If the government can avoid having to 
recapitalise the bank before privatisation, 
so much the better. That prospect is made 
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Europe today 

Northern Scandinavia wBI have 
snow showers, with a heavier band 
of snow moving into southern 
Scandinavia during the afternoon. 
Eastern Europe will be cold with 
scattered wintry showers. 

Germany, the Benelux and north 
France will be m Brier, although It 
will be cloudy with some showers 
The Alps will be dry with sunshine. 
Central and western parts of the 
Mediterranean, most of the Iberian 
peninsula, southern France and 
Italy will be warm and sunny. The 
eastern Mediterranean will be 
warm, but with some cloud. 

Five-day forecast 

Scandinavia will have snow 
showers, which will be heavy in 
southern parts. Eastern Europe will 
have wintry showers, but much of 
western Europe will be mild with 
rain. The Alps will stay dry with 
sunshine and the Mediterranean 
win be warm and sunny. 
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more likely by the news that Nippon Life. 
Allianz, and possibly others, are set to 
take significant minority stakes. 

Unresolved, of course, is the tussle 
between the European Commission and 
the French government about the extern 
of the state bail-out to the bank. Brussels 
is right to take a tough line on restructur- 
ing and divestments as a quid pro quo. 
But following the botched sell-off of Credit 
Lyonnais’s bad assets, it is too late to do 
much about the sire of the bill. 

The best way of easing tbe pain is by 
ensuring the success of the privatisation. 

Strategic investors will certainly’ help hy 
increasing confidence that the bank is 
sound. For Nippon Life and Allianz, it 
may well prove a canny investment. With 
low yielding corporate loans and risky 
property assets removed. Credit Lyonnais 
has a balance sheet healthier than same 
of Us competitors. Bat there coaid be a 
sting in the tail: a ratings review on 
account of the bank's Asian exposure 
could indicate that old habits die hard. 
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EU’s cotton 
anti-dumping 
dispute set to 
be reopened 

By Nea Boddey in Brussels 


By Sander Thaenes in Jakarta 


Equities 

Is the Old World taking its revenge? En six 
of tbe past eight years. Europe's main 
stock markets have significantly under- 
performed the US - to the chagrin of 
many European fund managers. So far in 
1998, however, the FT/S&P Europe index 
is up 12 per cent in dollar terms, while tbe 
S&P 500 has risen less than a per cenL 
Low inflation and solid economic 
growth are common to both, though 
Europe's growth is accelerating while the 
US’s is set to slow. Both sides of the 
Atlantic are also being swept by a merger 
boom. But Europe has the edge in three 
areas. 1 

First, there is more scope for industrial | 
restructuring to lift returns and share 
prices. Second, the prospect of monetary 
union is forcing down interest rates, par- 
ticularly in fringe countries like Spain 
and Italy, boosting bond and stock mar- 
kets. By contrast, the US bond rally s eems 
to have petered out as the prospect of 
lower rates has receded. 

Finally. US corporate earnings appear 
more vulnerable to the onslaught of Asian 
exporters - though, frankly, investors 
appear far too sanguine about Asia. If the 
fall-out proves worse than expected, nei- 
ther the US nor European markets will be 
able to escape the consequences. 


President Suharto yesterday said 
reforms prescribed by the Interna- 
tional Monetary Fund had not 
worked and that Indonesia was 
looking for "a more correct 
alternative-. 

However. Mr Suharto. 76. told the 
1.000 delegates of the Indonesian 
People’s Consultative Assembly, 
who will reelect him on March 10. 
that he would continue implement- 
ing a package of reforms agreed with 
the IMF in January. 

His speech preceded the arrival 
today of Walter Mondale, a former 
US vice-president and a special 
envoy, who is expected tu convey the 
US administration's "deep concerns 
about developments in Indonesia". 

Administration officials have 
denied suggestions that Mr Mondaie 
would urge Mr Suharto to resign, 
although he would deliver a message 
that the US will oppose tbe release 
of the next IMF tranche if Indonesia 
does not implement agreed reforms. 

Mr Suharto conceded yesterday 
that "signs of recovery are not visi- 
ble yet” and that "the financial cri- 
sis ... {is] more serious, more wide- 
spread and more lasting than 
anyone could have imagined". 

The president said be was still 
considering the introduction of a 
currency board, which would fix the 
exchange rate. However, for tbe first 
time he acknowledged that "what- 
ever step we take we will need the 
support of the IMF". The Fund has 
maintained that a currency board 
could only be considered after eco- 
nomic reforms brought some stabil- 
ity. effectively blocking it for 
months to come. 

The People's Consultative Assem- 


bly. Indonesia's top policy-making 
body, is set to re-elect the president 
and a new vice-president - Mr B. J. 
Habibie, the minister for research 
and technology, who favours protec- 
tionism and spending on prestige 
projects. 

Mr Suharto has left little to chance 
with tbe 1.000 delegates of the 
assembly. He appointed 575 dele- 
gates. including 75 military members 
of parliament, and vetted the 
remaining 425 elected members of 
parliament before they could run for 
one of only three legalised parties in 
last year's elections. 

For tbe first time, however, the 
president is challenged from within 
tbe establishment by Emil Salim, a 
former minister and popular econo- 
mist who is running for the 
vice-presidency. Mr Salim has gath- 
ered support from many prominent 
former officials and one serving min- 
ister. 

Mr Salim has backed away from 
railsing support among students and 
other opposition groups for fear of 
sparkitig unrest, hut has defied 
appeals from former colleagues to 
keep quiet and has continued to 
press bis appeal to the assembly. 

Faction leaders responded by 
warning delegates they would be 
fired if they voted for Mr Salim and 
made them pledge their support for 
Mr Suharto and Mr Habibie in 
advance. 

Tbe first of 11 days of delibera- I 
tions. making this one of the world’s 
most protracted presidential elec- 
tions. went smoothly yesterday as 
delegates were content to restrict 
themselves to “D4“. an acronym for 
Daumg. Duduk, Diam and Duit - 
arrive, sit down, keep quiet and take 
tbe money. 


Serbs clash with Albanian rebels 


Contmoed from Page 1 


backed independence in a 
refeendum held in 1991. Slobodan 
Milosevic, then president of Serbia, 
stripped Kosovo of its provincial 
autonomy in 1989. a move that 
unleashed Serbian nationalism and 
led to the break-up of former 
Yugoslavia. 

Last week Robert Gelbard. the US 
envoy to the Balkans, held talks 
with Mr Milosevic, now the federal 


president, urging him not to launch 
a military crackdown in Kosovo and 
to open talks with Mr Rugova. Mr 
Rugova's policy of non-confrontation 
has helped maintain an uneasy 
peace in Kosovo since 1991 but his 
position is also under threat from 
the rise in support for the UCK. 

Diplomats said they feared tbe 
UCK was intent on provoking Bel- 
grade into retaliation to fuel the con- 
flict and force the international com- 
munity to take action. 


The controversy over European 
Union, anti-dumping duties on 
unbleached cotton cloth from six 
Asian countries could be reignited 
this week as the European Commis- 
sion recommends imposing duties 
for the second time in two years. 

At the same time, Brussels is 
being accused of behind-the-scenes 
"horse-trading” on another issue 
with Asia to secure majority support 
among EU states for the measures. 

Unbleached cotton is one of the 
EU~s most contentious anti-dumping 
cases. It threatened to derail pre- 
parations for last summer’s EU sum- 
mit in Amsterdam, when Jacques 
Chirac. France’s president, inter- 
vened to try to persuade EU minis- 
ters to turn provisional, six-month 
duties imposed by the Commission 
into definitive, five-year measures. 

Ministers opposed definitive duties 
in a split decision, but supported a 
new Commission investigation into 
the case - the third since 1995- 
Brussels reopened inquiries in 
July in spite of complaints from free 
trade groups and the countries 
involved - China. India, Turkey, 
Pakistan, Egypt and Indonesia - 
that a third inquiry constituted 
“trade harassment”. 

The Commission's anti-dumping 
unit is recommending duties that 
are, in several cases, higher than 
last year. Pakistan Daces the highest, 
at 32J> per cent against 20 per cent 
The EU advisory committee wifi 
discuss the proposals cm Thursday. 

Eurocoton, the textile lobby group 
that initiated tbe complaints, argued 
that unfair damping could destroy 
the European weaving sector. But 
EU fabric importers said anti- 
dumping duties on imported raw 
material would destroy many more 
jobs in their sector than would be 
saved among weavers. 

Opponents of cotton duties fear 
they are being linked with the other 
case before officials on Thursday - 
duties on personal facsimile 
machines from east Asian states. 

Brussels imposed provisional 
duties last October on fax machines 
from China, Japan. South Korea. 
Taiwan. Thailand and Malaysia in 
spite of failing to win a majority in 
tbe EU advisory committee. 

Critics of the move said pressure 
had been put on states supporting 
cotton duties but opposing fax duties 
to support definitive fax measures, 
in return for a change of stance by 
former opponents of cotton duties. 
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Stn, 99 ,es 

^J^e^nksdifficultes over its investment 
D^w^sfratBgyhewe turned the spotlight once 

* * to *> W ® U *» the second 
t«er of investment banking. Deutsche has 

that the bank remains committed to the 
sector. But Carter McClelland's departure 
leaves many sure that the bank has scaled back 
«a us investment banking ambitions. Page 23 

Bank puts focus on interest rates 

The Bank of England's 
monetary policy com- 
mittee is expected to 
leave UK Interest rates 
oh hold for a third 
straight month on 
Thursday. However, 
strong growth in local 
demand might yet 
prompt a rise, which 
could give a further 
boost to sterling. Last 
week’s downward revi- 
sions took growth below its long-term trend rate 
in the fourth quarter. This appears to make a 
- rate rise less likely. Currencies, Page 27 

Argentina sets the pace 

Argentina continues to set the pace among 
emer ging market borrowers. Last week saw its 
sixth foray into global bond markets this year 
with a parallel 10-year bond In French francs 
and Dutch guilders. It has raised a total of 
$2.6bn this year. International Bonds, Page 24 

MARKETS THIS WEEK 
New York 

Alan Greenspan,. Fed chairman, hit the head- 
lines last week with his references to the defla- 
tionary forces spreading from Asia, but he also 
threw the spotlight back on to the chances for a 
resurgence of US Inflation. Page 28 

Tokyo 

Investors face another week of uncertainty 
because of the government's lack of direction. 
The market is buoyed by the expectation that a 
stale stimulus package is due. But there is con- 
cern that talk, of stimulus measures cannot pro- 
ceed until the 1 998 budget is passed. Page 28 

Frankfurt . 

Hie market joined the rise in European stocks 
test week, pushing up to record levels of about 
4,700. The strength Is testament to investors' 
confidence in the impressive per forma nce of 
some areas of German industry. Page 26 

Rebound in Polish stocks 

Polish and foreign traders disappointed by last 
year's 2 per cent rise in shares - on the VVK3, 
Poland’s main stoc&lnrPcato^have: been 
refieved by its rebound by almost a third so far 
this year. Emerg i ng Markets, Page 25 

New look for this section 

Today several features of the Monday Compa- 
nies & Markets section move to new homes: 
Global Investor can now be found at the foot of 
thtepage. white the oolumrw on international 
bonds end emerging markets are Jn an 
exf»nded Oompantee & Finance section. 


FT GUIDE TO THE WEEK 
- full listings Page 36 

FARM TALKS 
Farm ministers of the 
29-natlon Organisation 
for Economic 
Co-operation and 
Development gather in 
Paris on Thursday for a 
regular flvo-yearfy. 
two-day meeting on 

bade and other issues. 

UN AIDS workshop 
The UN Aida agency and the International 
Organisation for Migration hold a two-day 
workshop on migration and Aida today. 

IDEAS ON GERMS = 

An international conference on emerging 
'-.’infectious dfceases opens In Atlanta on Sunday. 
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INVESTMENT BANKING TAKEOVER OF BANCO GARANT1A C0I1D SET OFF WAVE. OF BRAZILIAN DEALS WTffl FOREIGN INS7TIUR0NS 


Goldman Sachs in acquisition talks 


By fieoff Dyer ta Sio Paula and 
Wlfflam Lewis ki Hew York 

Goldman Sachs, the US invest- 
ment bank. Is holding acquisi- 
tion talks with Ranwi Garan- 
tia, Brasil’s leading investment 
bank, in a move that could 
shake op Brazilian investment 
banking. 

Garantia, known as thg 
Goldman Sachs of Brazil, 
net assets of about $500m and 
could cost the US Investment 
bank up to $l-5bn. 

Bankers believe a takeover 
would set off a wave of deals 


between Brazilian investment 
banks and their foreign rivals, 
which have invested heavily in 
Brazil over the past three 
years. The Asian economic cri- 
sis has prompted a number of 
Brazilian i nv es tm ent banks to 
consider partnerships or take- 
overs by foreign banks. 

The takeover of Garantia 
would help propel Goldman 
Sachs into a leading position, 
in the fast Mtpanrim g T^ agiliarp 
market In recent years it has 
lagged behind US rivals such 
as Merrill Lynch, Morgan Stan- 
ley Dean Witter and JP. Mor- 


gan. which have been expand- 
ing aggressively is the region. 

A takeover would represent 
a change of strategy for Gold- 
man Sachs, which has pre- 
ferred to build its intematUmal 
operations organically. It Is 
also in talks with Banacd. the 
fmanrfai group that owns Ran. 
am ex, the largest bank in 
Mexico, about the sale of a 
stake in Its brokerage house, 
AccivaL As a result of the 
takeover talks with Garantia, 
Goldman Sachs’s plans to 
expand organically in Brazil, 
including the creation of a 


trading operation, have been 
put on hold. In the normal 
course of business it would not 
be unusual to have conversa- 
tions with a firm with which 
we have a relationship," Gold- 
man Sachs said yesterday. 

Garantia is understood to 
have approached Goldman 
Sachs in December, shortly 
after it announced a RSSOm 
($44.2m)capital increase to 
cover trading losses incurred 
in October, when problems in 
Asia caused Brazilian stock 
and bond prices to fell sharply. 

The talks are believed to be 


some way off conclusion. 
Bankers warned that the two 
have held talks before - about 
Goldman Sachs taking an 
equity stake in Garantia - 
without success. Goldman 
Sachs is said to want manage- 
ment control, to particular of 
trading operations, which 
could prove a sticking point 
with some of Garantla’s part- 
ners. They have also discussed 
a joint venture in Brazil, with 
the US bank “in pole position", 
ace banker said 


Lex, Page 


US funds build 
stakes in UK 
manufacturers 


By Jenny Luesby in London 


US investments funds are 
building large stakes in UK 
manufacturers. In the past 
year, for instance, US holdings 
in Imperial Chemical Indus- 
tries have risen from 12 per 
cent to 35 per cent 

Manufacturers say the lower 

ratings of UK companies and 
distortions to their profits are 
behind a surge in buying from 
the US, which has seen billions 
of pounds pour into the Lon- 
don stock market 

In the chemicals sector 
alone, US funds have invested 
more than £L5bn ($U7hn) dur- 
ing the past year over and 
above the shift in ownership 
caused by the takeover of Mer- 
cury Asset Management by 
Merrill Lynch, the US bank. 

BOC has reported a rise in 
US ownership from 3 per cent 
to 18 per cent Courtaulds, the 
UK’s third-laxgjest chemicals 
company, has seen US hold- 
ings more than double to 
above 20 per cent 

The interest is not confined 
to the biggest companies. 
Across the UK chemicals sec- 
tor companies report a finny 
of interest from US funds. 

Same of the stakes are large 
enough to require declaration, 
amounting to more than 3 per 
cent of a company's shares. 
This has been the case with 
Albright & Wilson, in which 


FMR Coip and Fidelity Inter- 
national, the world's largest 
fund, have taken a 3.35 per 
cent stake in the past year. 

The same fund has also 
declared a 4.1 per cent stake in 


British Vita, acquired in the 
third quarter of last year. 
Franklin Templeton, another 
of the top five US funds, has 
built a 14J2 per cent stake in 
Courtaulds, the UK’s third 
largest chemicals company. 

However, most of the invest- 
ments are smaller . In spec says 
'that in December 1997 seven 
US funds held 7.1 per cent of 
the company, up from 2J3 per 
cent a year before. Similarly, 
Hicksons says US funds held 
none of it “a year or 18 months 
ago" but now hold about 5 per 
cent 

BTP reports that a US insur- 
ance company took a stake in 
it nine months ago, believing 
that middle-sized British com- 
panies woe undervalued. 

Another US fund manager 
confirmed this strategy. “The 
polarisation of the British mar- 
ket has left middle-sized com- 
panies relatively undervalued, 
and with currency effects 
depressing companies’ returns, 
we are investing in anything 
that looks half-way decent.” 

In chemicals, there are extra 
attractions. “There has been a 
valuation gap in chemicals for 
a very, very long time, which 
is now closing as American 
investors identify companies 
which are comparable with the 
US companies they know, but 
which are far better value," 
said one fund manager. 

The sector is also benefiting 
from consolidation in UK 
chemicals. “We are expecting 
some of these companies to be 
taken out during this current 
round of restructuring." said a 
US fond manager. 



Visa I n ter natio nal, the world's largest bank card association, win be one of the mate sponsors of next yew's 
rugby World Cup In a deaf thought to be worth £10m, writes Patrick Harverson. The event, hosted by Wales 
and staged in the UK, Ireland and France, is expected to have a television audience of 3bn. Vise will be the 
event’s officW payment caid, and joins Gufamess as one of six official sponsors. Above, England In World 
Cup action against AustraSa Picture: Ross Wrwafrd 


Dispute on Peregrine bonuses 


By John Ridding in Hong Hong 

liquidators of Peregrine, the 
Hong Kong investment bank, 
are seeking legal advice after a 
judge said directors of its UK 
subsidiary had “creamed off” 
profits for bonuses at the 
expense of creditors. 

“We have been in contact 
with lawyers and we will be 
seeking further advice," said 
David Hague, provisional liqui- 
dator, on Saturday, the day 
after Judge Doreen Le Pichon 
said liquidators should “seri- 
ously consider" whether to 
bring misfeasance proceedings. 

Peregrine Securities UK 
(PSUK) executives, all but one 
of whom transferred to Grupo 
Santander when the Spanish 


bank acquired much of the 
operation, defended the pay- 
ments. 

The bonuses, and incentive 
awards to encourage staff to 
remain at the UK operation, 
amounted to about 80 per cart 
of profits last year, with 
around half earmarked for the 
eight directors of PSUK. 

“The London board was 
under a lot of pressure to keep 
the team together because 
staff were receiving job offers,’* 
said a former Peregrine execu- 
tive. He said the UK divirion 
bad been highly profitable and 
staff had been unaware of the 
problems at the fixed income 
arm of the bank when bonuses 
were discussed in November. 

But the judge has released 


p apers showing the board of 
PSUK issued letters to staff 
with details of bonuses at the 
end of January, after the group 
had filed for liquidation. 

Loan exposure at Peregrine's 
fixed income division 
prompted the collapse. 

While parts of the equities 
operation have been acquired 
by Grupo Santander, a sepa- 
rate deal - in which Banque 
National de Baris is planning 
to acquire Peregrine's greater 
China equity operations - is 
being considered by the courts. 

Andrew Jamieson, former 
chief executive of Peregrine 
Brokerage and head of Asian 
equities at Santander Invest- 
ment, said: “Peregrine is a 
closed chapter." 


SmithKline 
in rallying 
cry after 
collapse 
of merger 


By Daniel Gran 


Jan Lesdfiy, chief executive of 
SmithKUne Beer-ham, the UK 
dregs group, plans a rallying 
call in Palm Springs, Calif- 
ornia, next week to his top 400 
executives following the col- 
lapse of the planned merger 
with rival Glaxo Wellcome. 

The manag e men t conference 
was planned before -merger 
talks with Glaxo were 
announced a month ago. It will 
now be used to send a morale- 
boosting message to the com- 
pany’s 50,000 employees. 

Merger talks between the 
two companies felled last week 
after Mr Leschly and Sir Rich- 
ard Sykes, Glaxo’s chairman, 
felled to agree on the balance 
of power at the top of the 
merged company. 

The two had previously 
agreed to share power evenly, 
although Glaxo is about half 
as big again as SmithKline. 
But on February 20, Sir Rich- 
ard said he should run the 
merged company with Jean- 
Pi erre Gamier, S mith K line's 
chief operating officer, as his 
number two. That would have 
meant Mr Leschly’s immediate 
resignation, an option rejected 
by the SmithKline board. 

Over the next few days. Sir 
Richard and Mr Leschly plan 
to canvass institutional share- 
holders about the choices for 
their companies. 

Glaxo has not yet taken a 
decision an whether to launch 
a hostile bid, but SmithKUne is 
already preparing a defence 
team for that eventuality. 

SmithKline is also consider- 
ing how to revive plans to 
raise money to help pay for its 
research and development. 
Those plans were shelved 
when It began merger talks 
with US rival American. Home 
Products in January. Smith- 
Kline abandoned those talks 
after Glaxo offered a merger. 

Shares in Glaxo and Smith- 
Kline are likely to move 
sharply this week as the mar- 
ket’s perception of whether a 
bid is likely changes. Glaxo 
closed on Friday down 57p at 
27D0p and SmithKline up 12p 
at760p. 

The Palm Springs meeting 
had split the companies, even 
as the merger planning was 
going ahead. Same wanted the 
conference postponed because 
many of the attendees would 
change - or lose - their jobs 
as a result of the merger. 



PETER MARTIN 

GLOBAL INVESTOR 


Probing the consensus 


The Asian financial crisis is 

over. That's the consensus. 
What was a single, region wide 
phenomenon has splintered 
into a set of country- 
by-conutry problems. There 
are now distinct national 

crises. They need to be 

assessed individually. 

I nd n pgsfa must grapple with 
the problems of political 
transition as the Suharto years 
draw to a dose. Japan must 

cope with a drawn-out 

structural crisis. Korea, 
Malaysia and Thailand face 
tricky problems of adjustment 
similar in kind if not in 
intensity to those that have 

in terru pted growth several 

times during the miracle 
years. And although China 

and Hong Kong face potential 

problems on the horizon, they 
may avoid them with skilful 
economic management 
The financial contagion that 
swept through Asia last year is 
i nd eed over. In the first 
geceratised crisis of the era of 

unfettered capital fl ows, the 

speed with which it spread 
was its most striking feature. 
The speed with which the 
regionwide contagion Iris 
erj ^pfi is just as striking. 

So marked has been this 
effect that stock market 
comment in the west has 
switched away from what is 

actually happening in the 

Asian region to foots on what 
the implications are for the 
rest of the world. Current 
conclusion: ben ig n. 

But before co nsi gnin g the 
Asian financial crisis to 
history, it is worth examining 
the balance of risks implicit m 
the consensus judgment It is 


strikingly asymmetrical To 

examine why. consider first 

the potential upside: the 

implications for global 
economic activity and 

financ ial mar kets if the 

consensus proves too 
pessimistic. Japan's economy 
would at last break free of 

stagnation, resuming steady 

growth. Hong Kong’s currency 

would remain pegged to the 

US dollar, allowing interest 

rates to fall and reversing the 

Hamag n to local business 
activity-. Korea would undergo 

a smooth transition to its new 

political era, allowing the 

restructuring of domestic 
industry and the introduction 

of foreign competition to take 

place Indonesia's crisis would 

prove containable and have 

little political and economic 

impact elsewhere. Similarly 

benign consequences would 
follow in the rest of the region. 
In particular, governments 

would sJdlfufiy recapitalise 

and re-regulate their banking 

systems. 

To describe this optimistic 
scenario is to illuminate its 

inherent tmplausibility. 
perhaps worse, it would have 
little impact on the global 

financial market Individual 

local markets would 
strengthen, but there would be 

little pass-along impact on the 

rest of the world. Indeed, a 

rebalancing of Japanese 
financial markets - higher 
equity prices, lower bond 
prices - might actually prove 
negative elsewhere. 

Now consider the 
alternative. If everything that 
i could go wrong actually did, 
we would see civil war in 


Indonesia, with profound 

regional implications. In 

Korea, big conglo m erates 
would crumble, sharply raising 
unemployment and 

undermining the new 
government. Japan’s 
stagnation would worsen, 

pushing the banking crisis 

beyond the reach of the 
government's rescue 
measures. China, trapped in 

rising unemployment as the 

state-owned dinosaurs shed 
labour, would be forced into an 
abrupt devaluation, fatally 
weakening the Hong Kong peg. 
Signs of social dissent on the 

mainland would cause an 
abrupt swing towards 
repression, threatening ties 
with the west Across the 
region, xenophobia and ethnic 

tensions would rise, damaging 

foreign investment and the 
assets of the Chinese diaspora. 
Although this dire scenario 

is unlikely to happen in its 
entirety, most of the individual 

components are plausible. The 

likelihood of the downside is 

greater than that of the upside; 

and the potential damage if 

things do go wrong is for 
greater than in the benevolent 
scenario. The consensus 
outlook is still the most likely 

outcome If it comes true, local 

equity markets, still two-thirds 

below their highs in dollar 
terms, may look cheap. But if 

it does not, the balance of risks 

is decidedly negative. There 

are doubtless still some 

individual bargains to be 

found in the region. But 

overall, the Asian equity 
recovery has for the moment 
gone far enough. 
peter.mortin@FT.com. 
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Federal-Mogul may have to sell off more 


NEWS DIGEST 


Andrew BMiffi^tohnsan 

Federal-Mogul, the US car 
parts manufacturer, may 
haya to dispose of twice as 
much as it originally fore- 
cast. as one of the conditions 
of its $2.5bn takeover of 
T&N, its British rival 
Pressure from regulatory 
authorities in the US and 
Europe means the group 
expects to have to divest 
bearings businesses with 
sales of at least £2 00m 
f$330m) - more than half 
T&N’s total bearings assets. 


It has also emerged that 
only one of TAN’S directors 
will remain with the 
enlarged group: Frank 
Tomes, the head of tan’s 
composites and camshafts 
business, is due to become 
one of Federal-Mogul’s four 
executive vice-presidents. 

David Harding, finance 
director, Allan Welsh, bear- 
ings chief executive, and 
Alister McWilliam. piston 
products director, have all 
decided to leave. 

Ian Much, T&N's chief 
executive, had already 


announced his departure, 
with compensation of 
£900,500, while Sir Colin 
Hope, chairman, has agreed 
to remain as a consultant 

Regulatory concerns have 
already forced Federal-Mogul 
to extend the offer timetable 
by a month, to March 6. 
Some analysts said a further 
short delay might still be 
necessary, but the company 
said it was confident of 
meeting the revised deadline 
and had no plans to ask for 
another extension. 

Dick Snell, Federal- 


Mogul’s chief executive, pre- 
dicted last November that 
divestitures of tbinwall 
bearing businesses with 
turnover of £i00m-£i50m 
would be required. 

Some analysts voiced fears 
on Friday that the final sum 
could be close to £300m. but 
Federal-Mogul does not 
expect it to be that high. 

The US group said it was 
“still on target” to make 
annual pre-tax synergy 
savings of at least SlOOm 
(£60m) from the second full 
year after the merger. 


“This is still economic 
value added positive and 
accretive to earnings." Fed- 
eral-Mogul said. 

It expects that the greatest 
synergy benefits will be 
found in engine systems and 
sealing systems, where the 
addition of T&N's gaskets 
will enable it to seal an 
entire engine or transmis- 
sion for the first time. 

Federal-Mogul said that 
it was too early to say 
whether the disposals would 
be from T&N or Federal- 
Mogul businesses. T&N's 


bearings business had sales 
of £333m and made £44.7m 
profit in 1996. 

The overlap is believed 
to be greatest in the US. 
where Federal-Mogul has 
large bearings operations in 
Michigan. Virginia and Indi- 
ana. and Germany, where it 
has an operation in Wies- 
baden. 

Any concerns about delays 
in completing the acquisi- 
tion have not affected Feder- 
al-Mogul's share price, which 
has risen by 27 per cent 
since the start of the year. 


Two finds for 
Enterprise Oil 


By Virginia Marsh 

Enterprise Oil is believed to 
have made two offshore dis- 
coveries - in the Gulf of 
Mexico and in the Atlantic, 
west of Ireland. The finds, 
yet to be appraised, come 
after a disappointing run for 
Enterprise, with a veiled 
profits warning last Novem- 
ber and little news of discov- 
eries, In contrast to the 
recent exploration success of 
Lasmo, its smaller rival. 

This has held back the 
shares, which closed at 
561‘Ap on Friday, down from 
about 73Sp a year ago. Enter- 
prise reports its 1997 results 
on Thursday. 

The Irish Corrib discovery, 
considered the more promis- 
ing find, has been made in 
the Slyne Trough area. 
Enterprise had to abandon a 
well there in late 1996 
because of technical prob- 
lems, and plans to start dril- 
ling a gain shortly. 

Seismic studies suggest 
there may be a large gas 
field in a new basin. This 


may have the potential to 
cover all Ireland's gas needs 
and provide exports. Mara- 
thon. the IJS oil company, 
operates a gas field off Kin- 
sale in the south- west but 
its reserves are running out, 
while Northern Ireland 
receives gas through a pipe- 
line with Scotland. A gas 
pipeline joining the south 
and north of the island, and 
connected to the link with 
Scotland, is being consid- 
ered, and could provide a 
route for any gas exports. 

At the Llano discovery in 
the Gulf of Mexico, Enter- 
prise’s partner Ensearch 
Exploration is understood to 
have found oil D rilling has 
been suspended while a 
heavy duty rig, able to oper- 
ate in deeper water, is 
brought in. 

The find is Enterprise’s 
first with Ensearch following 
their aniunna last July. This 
gave the UK company 50 per 
cent of Ensearch’s deep 
water portfolio in return for 
funding a £65m C$1 09m) dril- 
ling programme. 


Burger wars break out again 


By John Wibnan, 

Consumer industries Editor 


Burger King, the world's 
second-largest hamburger 
chain, today renews its 
nnOanght on McDonald’s in 
Europe, in an attempt to dis- 
lodge its arch-rival from the 
number one spot 

A combination of televi- 
sion. radio, poster and in- 
store advertising in the UK. 
Germany and Spain will 
focus on the taste of Burger 
Kings Whopper hamburger, 
saying consumers prefer it 
in blind tests. 

The overall slogan “It just 
tastes better" will be comple- 
mented by black and white 
posters bearing racy lines 
such as “Clever Burgers’*, 
“ icing tasty" and “The not 
so Big Mac”. 

McDonald’s, with 40 per 
cent of the US market to 
Burger King's 20 per cent, is 
affecting indifference. It has 
o verw h elming dominance in 
Europe with more than 75 
per cent of hamburger sales 
and says it pays little atten- 
tion to competitors’ “antics” 

“This is not the first time 
Burger King has tried to 
attract attention wkta a 



Burger King wants to make sure they're eating more of its products 


knocking campaign.” the 
company said. 

But Burger Bong, owned 
by Diageo, the UK-based 
food and d rink group, has 
begun to gain ground in 
North America, as its larger 
competitor has bit a series of 
setbacks. Now it hopes to do 
the same in Europe. 


The underdog says blind 
tastings among 500 people in 
10 UK locations found 
almost 60 per cent preferred 
the Whopper. To persuade 
consumers to switch. Burger 
Kin g will offer the Whopper 
at 99p. 

The latest campaign 
involves a record marketing 


budget for Burger King in 
Europe. But it has no illu- 
sions. “Last time we came 
out strongly with a promo- 
tion. McDonalds spent more 
in one month on its counter- 
attack than we spend in a 
year” said David Williams. 
Burger King's European 
president 


Royal & Sun 
plans overhaul 


Winchester Commods to 


By Christopher Adams, 
Insurance Correspondent 


Royal & Sun Alliance, the 
composite insurer, is expec- 
ted this week to announce 
plans for an overhaul in the 
way it transacts business 
with customers. 

Under Robert Mendelsohn, 
its new chief executive, the 
group is considering propos- 
als that could restructure its 
international operations. 

Mr Mendelsohn, who took 
over from Richard Gamble 
in December last year, is 
expected to outline the direc- 
tion the group will take. He 
will make the announcement 
on Thursday, when the 
group gives its full-year 
results. 

Analysts expect the focus 
to shift from cost-cutting to 
expanding the business with 
bolt-on acquisitions. They 
also expect the group to indi- 
cate that its original cost- 
savings target may be 
exceeded. 

When they merged. Royal 
Insurance and Sun Alliance 
said they would achieve 


combined aimnai savings of 
at least £175m <$292m) by 
1998. with the loss of 5,000 
Jobs. More than 70 per cent 
of the planned redundancies 
have taken place. 

The merger was driven by 
competition in UK general 
insurance markets, where an 
influx of fresh capital had 
put margins under pressure. 

But the need to strengthen 
the group's position overseas 
after recent consolidations 
in the insurance sector has 
become paramount. Last 
week’s £14bn merger 
between General Accident 
and Commercial Union has 
added to pressures. 

In continental Europe, 
where Royal & Sun Alliance 
is not seen to be as strong as 
some of Its global rivals, sev- 
eral takeovers have spawned 
much more broadly-based 
financial services groups. 

Under Mr Gamble, who 
had shared a leadership role 
with Roger Taylor, former 
executive deputy chairman, 
Rqyal & Sun Alliance was 
criticised for lacking a clear 
international strategy. 


Bjr Robert Wright 

Winchester Commodities, 
the UK company whose cop- 
per trades are being exam- 
ined as part of the Serious 
Fraud Office into the Sumi- 
tomo affair, is to be wound 
up. 

Charles Vincent and Ash- 
ley Levett, the coowners of 
the privately-owned busi- 
ness. have decided to put it 
into creditors’ voluntary liq- 
uidation. The company is 
solvent 


Branded 


By Keanett Goofing, 
B&mg Correspondent 


The first attempt by a gold 
producer to sell its own 
branded bars worldwide is 
under way and generating 
considerable interest, partic- 
ularly among Asian buyers. 

Harmony, the South Afri- 
can mining company, is link- 
ing with LG Group, a South 
Korean conglomerate, to sell 
the bars, branded as “Pure 
Gold". 


The decision had come 
after a period when the com- 
pany was under investiga- 
tion by the Securities and 
Futures Authority - which 
later cleared it of any wrong- 
doing in deals with both 
Sumitomo, the Japanese 
trading group, and Codelco, 
the Chilean state copper pro- 
ducer. 

The company said no 
action had been taken 
against it, but the specula- 
tion surrounding the com- 
pany had made it unviable. 


Harmony is the first South 
African producer to have 
government approval to 
refine and market its own 
gold. It has sold the first con- 
signment of its branded kilo- 
bars to LG International, the 
Korean group's trading arm. 

Other South African 
groups will be watching 
carefully, as the gold mining 
industry is under govern- 
ment pressure to add value. 

Ferdi Dippenaar, Harmo- 
ny’s commercial director. 


Neither Mr Levett nor Mr 
Vincent has served as a 
director of Winchester for 
some time. 

The SFO has examined 
some of Winchester’s trades 
as part of an investigation 
into trading by Yasuo 
Hamanaka, Sumitomo’s for- 
mer chief copper trader, who 
ran up losses of $2.6bn in 
allegedly unauthorised trad- 
ing. 

Winchester was dropped in 
October as a defendant in a 
US action over the Sumi- 


said market research 
suggested Harmony could 
command a premium of up 
to $1.50 a troy ounce for its 
branded gold. It has central 
bank permission to sell all 
its 24 tonnes (1.40m ounces) 
of annual output directly 
from the end of this year. 
This could add $2.2tn to 
income. 

Harmony also saves on 
refining and handling costs 
and the extra benefit should 
total between $3m and $4m. 


wind up 

tomo affair. Mr Vincent said 
not a shred of evidence had 
been supplied to substanti- 
ate the charges against Win- 
chester. 

In January. Codelco issued 
a writ against Winchester 
and Mr Vincent over unau- 
thorised copper trades by 
Juan Pablo Davila, suspected 
of costing Codelco $100m 
l£fi0m>. Mr Vincent said the 
allegations against him were 
defamatory and that a court 
hearing would clear his 


Harmony will also support 
a South African jewellery 
school, being set up to help 
the country develop its own 
style of gold jewellery and 
lift local production. 

For the project Harmony 
has set up its own refinery - 
only the second in South 
Africa - using a novel tech- 
nique developed for small 
scale operations. It offers 
substantial savings, and is 
said to produce gold of 99.99 
per cent purity. 


name. 

gold bars generate interest 


CHOICE OF SPECIAL DIVIDEND OR EXPANSION 

Halifax ponders what to 
do with its £4bn surplus 

Halifax, the UK's largest mortgage lender, is to announce 
tomorrow how it plans to use its £4bn ($6-7bn) surplus 
capital. Some observers believe It Is poised to announce a 
special dividend and/or share buy-back to return as much 
as £1 bn to shareholders. This would provide a second 
windfall to the 4m private investors stiff holding its shares 
after last year’s £18bn flotation. The statement will accom- 
pany full-year results from the bank, expected to show a 
rise In profits from £928m to about El .62bn. 

Halifax would tike to make a big acquisition, but high 
prices may have deterred it 

About two-thirds of Halifax's shares are owned by Individ- 
uals. with the balance held by institutions. Of the 7.6m 
who received shares In the flotation last June, about 4m 
remain shareholders. A share buy-back would be eamings- 
enhancing. but It might be seen to benefit Halifax's institu- 
tional shareholders more than Its retail shareholders. 

Noma Cohen and Christopher Brown-Humos 


NEWSPAPER REPORTS ARE ‘INCORRECT' 

Kingfisher denies chain sales 

Kingfisher, the retailing group, yesterday denied newspa- 
per reports it might sell its Woolworths and Superdrug 
store chains. The sale would allow Kingfisher to concen- 
trate on its Comet electrical goods stores and the B&Q 
Dry stores, the Mail on Sunday said. But Kingfisher called 
the reports “Incorrect and misleading". 

It said: “Both Woolworths and Superdrug are very much 
part of Kingfisher's future. Woolworths has been trans- 
formed and Is now a very successful retail operation with 
strong positions and large growth markets. Superdrug is 
well positioned In the growing health and beauty market 
with a big investment programme in new stores and phar- 
macies." 

Robert Wright 


BIRMINGHAM MIDSHIRES BUSINESS SOLD 

GMAC buys UK mortgage arm 

GMAC. the financing arm of General Motors, the US auto 
manufacturer, is to make its first foray into the UK mort- 
gage market with the acquisition of the business of Bir- 
mingham Midshires Mortgage Services, based at Brack- 
nell. south England. GMAC has a significant presence in 
the US mortgage market and is the largest non-govern- 
mental issuer of mortgage-backed bonds. It Issued SI Abn 
in US mortgage-backed securities In 1997 and provides 
finance to other mortgage lenders. 

The acquisition of the Birmingham Midshires business 
will allow the company to concentrate on lower credit 
quality mortgages or borrowers with unusual profiles 
unable to obtain standard mortgages. It will also concen- 
trate on the issuance of starling-denominated mortgage- 
backed securities to European investors. 

Norma Cohen 


AIRPUNES GROUP TO ISSUE CERTIFICATES 

Plan to refinance GPA 

Airplanes Group, a special purpose investment vehicle set 
up to refinance GPA, the Irish-based aircraft leasing com- 
pany. Is to issue S2.4bn of certificates as part of a com- 
plex debt refinancing, it will use the net proceeds offering 
to refinance an equivalent amount of existing debt, some 
of which has reached maturity, while taking advantage of 
lower Interest rates to reduce the coupon on other por- 
tions. Morgan Stanley, the US bank. Is to lead manage the 
offering, which Airplanes Group hopes to close on March 
16. The new debt certificates will have maturities ranging 
from 2004 to 2009. John Murray Brown 


COMPUTER-AIDED DESIGN GROUP TO GROW 

VI Group hopes to float on Aim 

VI Group, a designer and distributor of equipment for com- 
puter-aided design and manufacture, hopes to float on 
Aim in March. The group will use the proceeds of the flo- 
tation to expand into new markets. VI has its headquarters 
In the UK and subsidiaries in Italy, the US, Belgium and 
the Czech Republic. Vi's pre-fax profits In the year to 
December 31 were £758,000 on turnover of £3. 79m. 

Robert Wright 
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NOTICE TO MEETOG 

Notice ts hereby given that the Annual General Meeting of 
Shareholders wtB be held at the registered office ot the Com- 
pany on 1 1 March 1996 al li.OOam with the following agenda. 

aitoma 

1 Presentation of the reports of Ihe Board of Directors and of 
the Autitor. 

2. Approval ol Ihe balance sheet and profit and loss accrual as 
of 30 November 1997. 

3 Discharge ol ihe Directors lor tire fiscal period ended 
30 November 1997. 

4. Raf/fcalron of rhe co-op (ton of Mr Marie-Fran^ors LHOTE 
de SELANCY as a Director in replacement of Mr Jean-Paul 
THOMAS who has resigned. 

5. Re-eiecrion of Messrs John R VERANI. Takehiko 
WATANABE. Thomas M. TURPIN. John C. TALANIAN. 
Steven SPIEGEL, Allred F. BRAUSCH and Marie -Francois 
LHOTE de SELANCY as Directors lor the ensuing year. 

6. Recommendation lo the Annual General Meeting to 
approve the declaration of a dividend of U S Dollar 0.27.- 
per share. II approved, the dividend wfl be paid on 
20 March 1998 10 shareholders on record on 1 1 March 1998. 
ex-dMdend on 12 March 199B. 

7 Any other business which may be property brought before 
ihe Meeting. 

The shareholders are advised thaf no quorum Is required for 
the items of the agenda and thaf the decisions will be taken at 
the simple majority ol Ihe shares present or represented at the 
Meeting. Each share Is entitled (o one vote. A shareholder 
may act at any Meeting by proxy. 

By order ot the Board ol Directors 


NOTICE TO THE BONDHOLDERS 
U.S. $67,000,000 

LilwOa Ttehaotocy Corportlkni 
0.75 per c*nt Convertible Bond dm 20W 
ttfc* "Company" and the ■'Bonds" respectively) 

Notice of the First Consolidation Date in 1998 
NOTCfi 15 HBI®Y OVEN to ihs holder* of ihe cvbtonefing Bond* of fho 
Compeiw ihot a meeting of ihe Board of Orman «l be Wo on iho data of 
Merck 12. IP99. In m«i moafirtg, a prepare! hr distributing comings 
af capitalising Capital monos to dvarenaWen is to be approval & 
fuomusien to tie arinud shareholders' meeting. 

In accordance with the Tormj and Conditions of iho Bond*, ihe First 
CortsokdaSon dto is Mar ch 5. 1998. 

AtodiZ.79«L tendon ———f- - . 

By. OftbaA NX ffopgnw I flo m yg Tiodi Cl j 



In this week’s issue 

France’s brain drain. Why young 
Frenchmen head west 

Asia’s booming car market has 
turned to bust - time to rethink 

From academics to entrepreneurs, 
millionaire dons reshape Britain’s 
high-tech landscape 

Is Peter Derby, the Russian banking 
star, starting to fade? 


ON SALE NOW 

For information call Int.+44f 0)1628 502900 
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BANCO CENTRAL 
DE 1A RSPUBUCA DOM1NICANA 
PDl BOND DUE 2009 




hr accordance vritK the jkwmww ol the Kscol Agency Agreement, 
notice IS hereby given rhoi for fho u* month Jnrarcr Period from 
February 27. 1998 to Augerf 28. 1998 ihe Bonds w,H cany an Intents) 
Rato of 6.625% p.d and iho Coupon Amount per U.S.S1 ,000 nominal 
of iho Bands w3f bn U S 533 49 

Atorrii 1, 1 9fa. Union " 

. By-Cilfagfc HA tCapygaAnWimdlnnl) Agent Sort cmBANO 
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seeks new investors Mixed fortunes in backing's second tier 


^PMUaytof 

®jjy et ^ Computers World- 
the personal computer 
business spun off by Italy’s 
Ohvetti group last year, is 
expected shortly to 
an expansion of 
*s 566m equity base and the 
addition of several new 
investors. 

The move will be seen as a 
rote of confidence tn OCWs 
new management . team 
under Robert Schisano, 
group chief executive of 
Piedmont International, the 
holding company farmed to 
acquire the business from 
Olivetti by Edward Gottes- 


man, the London-based 
financier. 

The new investors are 
expected to include US and 
UK-based investment groups 
and Italinvest, the state- 
owned merchant bank, 
which is likely to acquire at 
least part of Olivetti’s 
remaining 12 per cent equity 
stake in OCW. 

Olivetti made clear last 
July, when the funding pack- 
age for OCW was put in 
place, that it eventually 
wanted to sell down its 

stake. 

That financing package 
had to be restructured at the 
last minute after several pro- 


spective Italian investors 
pulled out of the deal 

Since then OCW has made 
considerable progress 
restructuring the business, 
including introducing SAP's 
R/3 enterprise resource plan- 
ning software and stream- 
lining its logistics 
operations. 

OCW executives told ana- 
lysts at a recent meeting 
that they had completed 
phase one of the turnround 
strategy and were now seek- 
ing to grow the business. 

The company, which is 
based in Scannango near 
Turin and employs 5,000 
people, has so far managed 


the turnround without 
recourse to borrowings. 

. However, • after breaking 
even for the-fixst time at the 
end of last year, the group, 
which is focusing on the 
higher margin portable PC 
and network server busi- 
nesses, is now looking to 
increase its working capital 
and increase its sales. 

OCW, which has rights to 
continue to use the Olivetti 
name, has been targeting the 
growing market for Intel- 
mi c r opr Qcesso r-based serv- 
ers running Microsoft's win- 
dows NT operating system, 
while also developing its 
range of Echos portables. 


Investmefrt banks find it hard to succeed on-ground dominated by the ‘bulge bracket’ 


Sale of OLSY to Wang completed 


By Paul Taylor 

Olivetti, the Italian telecoms 
and information, technology 
group, is expected to 
announce today that It has 
completed the sale of its 
OLSY information technol- 
ogy systems and services 
group to Wang Laboratories 
of the US. 

It is understood the deal 
was signed yesterday after 
almost a year of negotia- 
tions, and that an announce- 
ment Is imminent 

Under the terms of the 

Costa 
Rican 
bank sale 
in doubt 

By Janes WBson 
In Panama CRy 

The sale of Banco 
Intemacional de Costa Rica 
(BICSA). one of Costa Rica's 
state banks, laces an uncer- 
tain future after concerns 
were raised over the role of 
Socimer international Corpo- 
ration, the financial advisers 
to the sale. - 

Banco Nacional de Costa 
Rica, another state bank, 
, which is flm xoajttity-Jthare- 
. holder in iflCsK has been 
worried by reports from 
Argentina ami Spain, about 
the dealings of . Socimer 
international Bank,- which 
has the same owner as Soci- 
mer International Corp. 

Banco National cited 
Argentine press reports of 
capitalisation problems in 
UNB-Medefln, a bank owned 
by Socinder. International 
Bank, and Spanish press 
reports of an investigation 
into Socimer International 
Bank by stock exchange 
authorities in Spain. 

Banco Nacional says the 
;sale of BICSA could be seri- 
ously affected if the interna- 
tional image of the Socimer 
group was damaged by the 
-investigation, and it has 
called on Socimer Interna- 
tional Chip to.respond. to its 
- concerns by March 4. . 

- . ' Banco National has also 
given Socimer until March 
13. to remedy what Banco 
Nacional says are unfulfilled 
contractual obligations, lead- 
ing to delays in the sale 
timetable. Reports suggest a 
new financial adviser could 
be chosen, setting back the 
"sale 4 

Emilio ' Gbersi, vice- 
president of Socimer Interna- 
tional Corp, said his. com- 
pany and Socimer Interna- 
tional Bank were separate 
" entities, both owned by Soci- 
mer Finance Holdings. . 

"Whatever is happening 
with the bank in Argentina 
bas nothing to do with the 
capacity of Socimer Interna- 
tional Corp to m afat x fa its 
man date to sell BICSA," said 
Mr GhersL 
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agreement, Olivetti is expec- 
ted to receive a stake of 
about 20 per cent in Wang in 
return for most of the assets 
of the OLSY group. The 
expanded Wang group would 
have annual revenues of 
between $4.5bn and $5bn and 
rank as one of the world's 
leading computer services 
companies. 

Wang confirmed last Octo- 
ber it was in advanced talks 
with Olivetti about merging 
OLSY’s operations with its 
own. However, it appears 
final agreement was delayed 


by negotiations over a num- 
ber of outstanding OLSY lia- 
bilities - including financial 
responsibility for reducing 
OLSY’s 13.000 workforce by 
about 1.000. 

It appeared yesterday that 
Olivetti bad agreed to retain 
certain liabilities, including 
responsibility for the job 
cuts and reassignments, as 
part of the deal. However, it 
also seemed likely that most 
of OLSY's senior manage- 
ment team would leave. 

Talks on the sale of 
another core business - 


INA considers three 
sites for expansion 


By Peter Marsh 

INA of Germany, Europe’s 
third biggest maker of 
rolling bearings for industry, 
is considering a further 
three sites for factories in 
the next five years as part of 
an ambitions expansion 
plan. - 

During the past eight 
years, the privately owned 
company -has backed the 
tread in the German engi- 
neering industry by increas- 
ing its German workforce by 
2.000, at a time vixen many 
other companies have been 
shifting employment to 
towercost countries. 

INA has also moved 
aggressively into bearings- 
rdated parts, such as car 
engine components, forming 
supply alliances with big 
vehicle manufacturers such 
as General Motors. Toyota 
and Volkswagen. 

Rolling bearings are vital 
to virtually every kind of 
machines containing rota- 
ting parts, including cars, 
washing machines, excava- 
tors and papermaking equip- 
ment 

World sales add up to 
some DM30bn ($16.5bn) a 
year, with the biggest Euro- 
pean bearings makers being 
SKF of Sweden and PAG 
Kugelftscher of Germany. 

i-ast year, INA had sales of 
DM4bn. of which roughly 
DM3bn came from bearings 


and about DM1 bn from car 
parts. It has 20,000 employ- 
ees in 32 plants around the 
world.. 

In Germany, the company 
has 12.000 workers, most of 
them in its headquarters in 
Herzogenaarach near 
Nfiremburg, up from 10.000 
in 1990. In 1990. when the 
company had sales of 
DM&Sbn. it employed world- 
wide 16.000 people. 

Of the extra people 
employed in Germany since 
1990. some 300 came from an 
acquisition. The remaining 
extra 1.7B0 people has been 
due to internal growth or - 
against the trend toward 
outsourcing - to the com- 
pany taking is work that it 
had previously put out to 
suppliers, oh the grounds 
that KA itself could do the 
work more efficiently. 

Lorenz Raith. CXA's chief 
executive, said CCA would 
have at least three new 
plants over the next 5 years, 
assuming growth continues 
at the rate of the past few 
years. Each plant could cast 
up to DlfoOm. “We would be 
interested in not just looking 
at countries in emerging 
markets. The plants could be 
in {continental] Europe, the 
US or the UK." 

INA is also looking at Asia 
for new possible plants. Mr 
Raith said; “The current eco- 
nomic problems there should 
not be too long-lasting. I 


believe the countries will 
suffer for one or two years. 
Then there will be a strong 
return of growth and invest- 
ment." 

Mr Raith said the com- 
pany planned to increase 
overall sales by more than 10 
per cent a year in next few 
years. Revenues from engine 
components could expand by 
up to 15 per cent a year. 

CCA was set up in 1946 by 
brothers Georg and Wilhelm 
Schaeffler, whose family still 
owns the company. It has 
previously had a reputation 
for secrecy. 

About half of INA’s sales 
goes to the automotive 
industry; 30 per cent to gen- 
eral engineering industries; 
with 20 per cent to other sec- 
tors, including medical 
equipment and defence. 

Two-fifths of INA’s reve- 
nues come from Germany; 
North and South America 
account for 25 per cent; the 
rest of Europe 25 per cent; 
and Asia for 10 per cent. 

The company spends up to 
10 per cent a year of sales on 
investment in plant and 
buildings, a high figure for 
the mechanical engineering 
sector, for which the norm is 
about 5 per cent. 

Of this spending, roughly 
50 per cent is in Germany, 
which the company believes 
provides the right degree of 
skills for production and 
design. 


Skanska plans spin-off 
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By Greg Mcfvor in Stockholm 

Skanska. Scandinavia's 
largest construction group, 
plans a flotation of property 
valued at SKrlQbn ($12obn) 
this s ummer . The company, 
which reported a big jump in 
1997 profits, said the proper- 
ties would be spun off into a 
new company and listed on 
the Stockholm Stock 
Exchange. 

The flotation is part of a 
restractiirmg announced in 
January, which included the 
loss of L5O0 construction 
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jobs and a plan to raise 
SKrllbn from share dispos- 
als. 

S kanska said pre-tax prof- 
its surged from SKrAShn to 
SKrllbn on sales up from 
SKr45.6bn to SKr54.Sbn. 
However, the figures were 
flattered by a SKr9.ibn gain 
from share sales. 

Operating profits deterio- 
rated from SKr3.Sbn to 
SKr2.4bn as the company 
was hit by higher costs 
and a further downturn in 
the Swedish construction 
market. 
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Construction investments 
in Sweden feD by almost 9 
per cent. Skanska said. How- 
ever, its big US operations 
were helped by strong mar- 
ket growth. The US market 
was the prime factor behind 
a rise in Skanska’s order 
bookings from SKrS23bn to 
SKr62.1bn. Operations out- 
side Sweden accounted for 60 
per cent of orders booked. 

Earnings per share rose 
from SKi-30.60 to SKr62.60 
and the dividend from SRriO 
to SKrll. Skanska’s B shares 
eased SKrl to SKr362. 
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Due Mar 21,2005 
US$76,435,529 
Series B 

Merest dates Beads 
Doe Kay 21, 2005 

NOTICE IS HEREBY 
GIVEN that the rate of 
interest from February 
23, 1998 through and 
including May 20, 1998 
is 6.570313% per annum. 
Interest coupons pay- 
able on May 21, 1998 
will amount to $424.01 
per $100,000 nominal 
tore amount 

♦ First Trust of 
New York, NJV. 

as Fiscal Agent 

Dated: Februaiy 39, 1998 



Lejdkon office equipment - 
are also believed to at an 
advanced stage. 

Last September, Olivetti 
entered into a L2,350bn 
($l.3lbn) telecoms partner- 
ship With Mann es man!! of 
Germany, which took a 49.9 
per cent stake in its fixed- 
line and mobile interests. 

These moves, which repre- 
sent the effective break-up of 
Olivetti, form the centre- 
piece of the rescue strategy 
by Roberto Colaninno, who 
took over as chief executive 
more than a year ago. 


Market 

movers^ 

D eutsche Bank's renewed 
difficulties over its 
investment banking 
strategy have turned the 
spotlight once again on how 
hard it is to make a living in 
the second tier of investment 
banking. 

However, other European 
banks, such as Paribas of 
France and ABN Amro of 
the Netherlands, still believe 
their investment banking 
operations can be a profit- 
able business. 

Josef Acker mann, Deut- 
sche management board 
member, insisted last week 
that the bank remained 
“totally committed to the 
business." But the departure 
of Carter McClelland, hired 
at great expense from Mor- 
gan Stanley two and a half 
years- ago to help catapult 
Deutsche into investment 
banking's premier league, 
has left many convinced that 
the German bank has scaled 
back its investment banking 
ambitious in the US. 

Last year. Barclays and 
National Westminster Bank 
of the UK admitted they 
could not make the grade, 
and withdrew from the equi- 
ties business. 

But Jan Kalff, chairman of 
ABN Amro, says: "We can 
afford to stay in investment 
banking better because we 
have such a profitable home 
market That's the difference 
between us and Nat West or 
Barclays, who have highly 
competitive domestic invest- 
ment banking mar kets." 

Mr Kalff says ABN Amro's 
investment banking 
operations are very profit- 
able in its native Holland, as 
well as in markets like Scan- 
dinavia where its Alfred 
Berg subsidiary has a strong 
presence. 

“It is only very, very tough 
in London and New York. 
We are not very profitable In 
London and the US, but we 
can afford to take a bit of 
time because we are profit- 
able at home." 

A lucrative home market 
has helped to cement the 
dominance in the global 
investment banking-industry 




Jan Kalff; chairman of ABN Amro (left), and Andre ZAvy-Lang, chairman of Paribas 


of the “bulge bracket", a 
club of- banks whose 
members command the 
lion's share of securities 
underwriting and advisory 
fees in the US, which is not 
only the largest market for 
investment banking but also 
one where margins remain 
highest 

Bulge membership has 
fluctuated over time, but by 
general consensus today's 
top tier includes Merrill 
Lynch, Morgan Stanley and 
Goldman Sachs. European 
banks have always found it 
difficult to join the club, 
although Credit Suisse, 
which rescued the one-time 
bulge firm First Boston, has 
same membership claims. 

However, even US invest- 
ment banks are feeling the 
squeeze. JJ*. Morgan, a for- 
mer commercial bank that 
has spent the last 20 years 
reinventing itself as an 
investment bank, was seen 
by many as recently as last 
year as first reserve for the 
top team. Yet it, too, has 
seen profits squeezed, and 
last week announced it was 
laying off 5 per cent of its 
staff worldwide. 

As Martin Taylor, ’ chief 
executive of Barclays, 
pointed out last year when 
he announced his decision to 
quit the business, second-tier 
firms bavk to pay as much 


UPM 

SUMMONS TO THE ANNUAJL 
GENERAL MEETING 


The doRhoUen oT UPM-Kymmene Corpora Win ire a m ua wH id id Ihe 
ajopany's Aural Genera] Meeting, which wiU be held on WedombT-U* Mareh 
1 998 ol 3.00 jm. in ihe Congress Wing of Finhndh House, addmr. Manner- 
benunik 13 e, enmon: doon Ml and KI, FIN-00100 HririnkLTbe names of 
partinpano wiU be checked and balloi slips iaaed >17.00 pjn. 

The following mailers will be dealt witb at (be meeting- 1 
1 The Board of Directors' proposal thai 4§ of the Anida of Assocaiion be 
amended to read is Mows: 

-Board or Directors 

Tbe Cwnpanj shall ban a Bond of Director*, which shall handle ihe csHnpaayY 
adrmnutraiioa and appropriate management of its icriniia. 

The Board of Directors diafl bare a Chairman, two (2) Depot? Chumo 
asd no (ewer than two (21 and not more than nine (9) members, the term of 
offkvof a hoard member rial! begin at the end of rfazneeiizreii which he or rbe 
is elected and shaD end at the conclusion of the next Annual General Meeting. 
The reureueoi age for board members dull be 70 yean. 

The Board of Directors shall eka from among their number da Qainnin 
and the Deputy Gninneo. 

The Bard of Directors shall hare a quorum when more than half of its 
members are present and one of them is the Chairman or * Deputy Chamnan. 

The Board of Directors may m up speaai nxmmtteei, ther egenda* being 
approved by the Board.'' 

2. Tbe Board of Dixman'proposai that Il^of iheArucfesof Aaocatiorihe 
amended to read as follows: 

“SannnoKiD the Annual General Meeting 

The Sanmoas to the Annual General Meeting shall be issued in ■ newspaper 
announcement placed in at least one Finrush-huigH^ and one Swedish- 
language daily newspaper appearing in Helsinki, the newsp ap ers bang selected 
by the Board of Director*. 

The Summons must be published doi earlier than two (2) months before the 
last registration dale mentioned in §9 and not liter than one week before the dale 
specified in chapter 3a, section II, subsection I or the Companies Act." 

3. The Board of Directors 'proposal ih» J2j of lie Articles of Association be 
removed. The article m rjuttuon u axmnied with the redemption of own 
shares. 

4 Matters to be dealt with u the Annual GfaoilMeejiagaaandmg to llj 
or the Ankles or Asudarion. 

5. Tbe Board of Directors proposal that the Annual General Meeting decide 
on the pTOCuranenl of the company's twrn shares usiag distritauble funds u 
follows: 

5.1. Thectwqnny'i own shares shall be purchased for toe u payment when 
the company procures property belonging to its bosmess operations, and for use 
as payment m any possible corporate arnmdiinoi in the manner asd 10 the BUM 
decided by the Board of Directors. The Board of Directors may decide to cancel 
the dares ihmicqiured- 

5.2. At (east 1,000,000 and not more lion 13,519,438 shares shall be 
purchased 

S 3. The shares shall be purchased other than io proportion to existing 
shareholdings in public trading on the Helsinki Stock Exchange. 

5.4. The shires stall be pwdUitdsJ the market on® aosled for them si 
tful time in puMic trading. The purchase price of Ihe shares doll be psai to the 
idler! ml hi ihe payment lime specified in the rules of the Hdsmta Stock 
Exdanp and Finnuh Central Seatritks Depository Ltd. 

5.5. The shares shall be purchased other than in proportion 10 ndtimg 
shareholdings because tbe company's Stares are poblidy traded on the Helsinki 
Stock Exchange and because it is intended Hal Lbe shares will be purchased in 
public trading. 

5.6. Tbe purchase of the shares will reduce Ihe company^ distributable 
unrestricted sharebddert'eqaitjt 

5.1. Bqyw the nartmum Dumber of dare to be purchased is less than 
S% of the total number of company shares and less urn 5% of the total 
cnulerred wting rights, the purchase of the thaw will not hmaigB^Bifkaot 
impact on lbe distribution of share ownership and voting pmrer within the 
company. 

5.8. On 1C* February 1998 a total of 64,732^43 of the company's 

270JR8.76I shares, representing 23-?4% of tbe company's share capital . Vitre 
held by persons regarded is company insden according to the Companies Act 
Prior to the company's proposed purchase of own shares, hsiden account for 
23.94% of conferred ro ting rights. Because it is intended that these own dares 
will be purchased in public trading on the Helsinki Slock Ex c ha n ge without 
knowing the identity of the seflers, the insiders' ihxrc of the company Is lhare 
capital and voting power after the share proaremeai in question annot be 
predetermined. 

6. The Bmud^Chrea^^opcari toi the Aimoal General MccU°S dwudd 

own shares purchased os the bisis of iteaTofenratiooed decision nuUT^ 
following mndiuons: 

6.1. The amhoraaiioa is-Ihmied tn a muurem or 13,519,438 of the 

company^ own shares. 

62- The Board of Direetona authorised w decide to whom aid ra what 
order the on stares are to be transferred. The Board of Directors nay aba 
decide on the dupnsl of own stares otherwise than in the same proportion as a 


as or more than the bulge 
bracket to attract top-quality 
staff, but those same high 
fliers produce less revenue 
In a second-tier firm. 

The result is that costs 
climb much faster than rev- 
enues. Paribas’s investment 
banking costs rose 27 per 
cent last year against 15 per 
cent growth in revenues, and 
ABN Amro’s costs climbed 
47 per cent against 30 per 
cent revenue growth. 

A ndre lAvy-Lang, chair- 
man of Paribas, 
acknowledges his bank 
faces this dilemma, although 
it was trying to avoid hiring 
“mercenaries’’. Paribas has 
set itself a rule of never 
offering a bigger guaranteed 
bonus than the employee's 
old firm, and never giving 
guarantees beyond one year. 

“What is true is that our 
revenues per head are proba- 
bly below the bulge bracket 
banks, and one big reason is 
that we are not strong in tbe 
US. The US market is stiff 
booming, and they have 
managed to maintain their 
cartel-type pricing." 

Mr L6vy-Lang agrees that 
there have been cases where 
Paribas suffered from the 
"IBM syndrome" - where a 
European company the bank 
had been working with for 
years decided It needed a 


bulge firm for a deal involv- 
ing the US - but “it doesn't 
happen often enough to stop 
you from making money." 

For many continental 
Europ ean banks, the quan- 
dary is less acute than for 
UK banks such as Barclays 
and NatWest whose share- 
holders looked askance at 
the contrast between their 
mediocre profits from invest- 
ment hanking and the ZQUCh 

higher returns from their 
domestic retail banking 
operations. 

Paribas makes 20 per cent 
pre-tax return on equity 
from investment banking, 
less than asset management t 
(30 per cent) or retail finan- 
cial services (25 per cent), 
but most continental banks, 
especially the Germans, 
make far less in their home 
market than they do in 
investment banking. 

For ABN Amro, invest- 
ment banking produces 
returns on equity between 15 
and 20 per cent, depending 
on region, compared with 
15.7 per cent after tax for the 
group as a whole. 

“We haven't heard any 
complaint about it from our 
shareholders - luge share- 
holders, smaller sharehold- 
ers. whatever." Mr Kalff 


George Graham 


sbaukoMer has a pre-empwt nghi io purchase Ae company's owo dura. 

6-3. The dares doll be nwi as pajmaa when the cwnpanj procures 
property belonging to its business operations, and as payment in any possible 
corporate adjurations in lbe manner and to the etton decided by tbe Bond of 
Directors. 

6.4. The sham shall be disposed of at tbe market price quoted for ifwnai 
that inne in public trading on tbe Helsinki Stock Exchange. 

6.5. Tfaisauthonsuaw shall remain meffiKt for a period of one jarfarat 
tbe due of lbe Aaaoal General Meeting at which u was ghm. 

7. The Board of Direciorspropaai fiat share options be offered to members 
of foe Group's corporate management and loUPM-Kymmn* Corporation's 
wbotff -owned subodury Unkarra Oy. It is proposed that tlrkjxreooWert'pre- 
onpine nghi Io sobscripuoa be set aside became the options ore pan of the 
mpiMDCfli jiHfbipr scheme. 

■ There shall be a uuai of 6,000,000 options, conferring entitlement to 
subscribe 6,000,000 UPM-Kymaen Corporation shares The share 
robscriptioQ price shall be alcnkued as the share's trading-weighted average 
price quoted on the Helsinki Stock Exchange during the period 18“ - 24* March 
1998 moemeaud by thirty (30) Finnish mirks ami rounded up to the nearest 
Finnish mark in lbe can oT tbe K scries, tbe share's trading- weigh ted average 
pr« punted on tk Hdanta Stock Tu rhange durmg the penod 18^ 24 * Mire* 
1998 taoetneoUd by salt (60) Furnish marks anil rounded up to the nearest 


prim quoted on the Helsinki Stock Exchange daring tbe period 1 8* -24* March 
19M noauemed by a factor of two and rossded qp to the nearest Finnish mark 
in the case of theC scries. ^ Tbe dare subscription prices shall be reduced by tbs 
amount of dm&ads distributed after l" May 1998 and before the date of share 
subscription. Tbe share subscription period shall begin in stages on 1' April 
200 1 and l‘ April 2003. Tbe share subscription period fur all options shall dose 
on the 30* Aprfl 2005. Tie companyh share capital may rise as a consequence for 
these subscriptions by FIM 60,000,000. 

8. On the basis of chapter 9. section 7 of the Companies Act 

8.1. Shareholder Oy Provalor Ah's request that the Animal General 
Meeting should consKkr the appointment of emi m nnaKal auditors and their 
possible depone*. 

8-2. Thr proposal made by vbarriwiders Tbonas Wallgreo, Mini Itnnec. 
Ons Tynkkjnea and Quo Mift linen that agreements relating to alliances, 
acquis turns, ownership arrangements or other co-operation mvolvuig UPM- 
Kymmene Corporation and Asia Pacific Resources International Holdings 
(April) and their subsidiaries, especially nidi regard to compensation of 
traditional iind users, environmental protection, employees' rights of associati- 
on and the dscommonion of the alliance or other co-operaima, and that the 
said agreements iboald be termiaated by 31“ August 1998. 

8J. The proposal made by Mani Q»nen. Mstti Liimauinen, Otso 
Onskamen, Twins JUnunes and ODi Inmnen ilai UPM-K ymmcne 
Corporation should revise its domestic wood p ro c ure ment policy so ika tbe 
company suspends for a period of two years the purchase of wood from lbe 
Forest and Park Service where this b banned Bum the ennronmenttQ} 
valuable forest areas that are raked no a map delhered to the Forest and Park 
Service on 26* January 1998 fay fin Finnish environmental protection and 
environmental associations. 

information 

Copies of doc um e n t s concerns^ the finvwnl sesremeou, the proposals 
cotaenring janendmeul of IbeAmtksof Assocnucm, the procurement of own 


% shareholders Grom 16* March 1998 at ihe Head Office of UPM-Kymmene 
Corporation (address below). SharehoUen win be sent copies of these 
documents on request. Printed copies of tbe company's Annual Rrpon mil be 
available from lbe abwM&auoaed due. It win be mailed u> all sWehddas 
registered as such on ihe list kqn by Furnish Central Securities Depository Ltd 

Shareholders entitlement to attend the Annual General Meeting 
Sharebolden wishing to attend the Annual Gmeral Meeting must be regtuered 
cm the 1st of shareholders kepi by Furnish Central Securities Depository Lid b) 
2Qih March 1998 at ihe latest. Sharefcofckre whose shares hare sot yet been 
transferred Io the book entry system also hare the right to attend the Annual 
General Meeting provided that they were' registered either on the list of 
Kymmese Corporation shareholders before 2 1st Angust 1992 or on ihe test of 

tiSwrapMty of their wish to attend and othmrire 
so. la these csss dseboldersjmsi present « cheAnwaf General Meeting tfien 
dure certificates or proof of tbor whereabouts at other evidence that lbe 
ownership right to the shares hasaoi been irmsferred to a boot -entry account. 

Shareholders wishing to attend the Annual General Meeting most inform 
the company by 12.00 noon on Monday, 23rd March 1998 « tte Loot by 
writing uk UPM-Kpsnene Corporation, Shire iteristu, SneUmmnkaa, 13, 
EG Bat 203,001 71 Hebiala, wtyteJepboaitg *’358(0)204 730108 or {0f 
204 15 0109, or by fang + 358 (0> 204 IS 0328. Wnuen mb oT s 
■ shareholder's jntentzoa to mead lbe meting mao srrix before the deadline 
staled above. Any letters of anthoriaiion most be wtamtted at the tin the 


Dividend 

The Btard of Directors bas decided to propose to lbe Aoowl General Meeting 

llol i ffirideod of NM 5 JO per dare he |»d fin the fiaznod tear cmiric jl 11 
December 1997, Dividend will be paid lo shareholders who are registered oa the 
list of s ha re ho Mrri kept by Famsh CcnlraJ Semntifl Depaatary Lid. an the 
record due. According iq the Board of Directors'deatian, tbe record dale for 
the payment of dhidend is 30thMareb 1998, Tbe Board trf Dmswn propotts 
lo the Amm] General Meeting that the dividend be paid on 3“ April 1998. 

Din dtodl pul to sbarehoiden domeded abnsai *dl be laud at sonrez 

Hdsiflki. Iff* February 1998 

BOARD OF DIRECTORS 
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Argentina sets the pace 


10-year benchmark bond yields 

Per cart 
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By Ken Warn 
and Edward Luce 


Argentina continues to set 
the pace among emerging 
market borrowers. 

Last week it made its sixth 
foray into the international 
bond markets this year with 
a parallel 10-year bond m 
French francs and Dutch 
guilders. 

To date tins year it has 
also tapped the lira, euro 
and D-Mark markets, and 
launched a 5500m "add-on” 
to last year's $2J25bn global 
dollar bond. It has a raised a 
total of $2.6bn. 

Yet during this frenzy of 

activity, most other emerg- 
ing market borrowers have 
remained stubbornly on the 
sidelines, with just Brazil 
and Turkey coming to the 
markets - and then only 
with one issue each. 

“We have stressed the 
issue of liquidity perhaps 
more than other borrowers,” 
said Pablo Guidotti, treasury 
secretary. 

"Our policy has been to 
have in advance the liquid- 
ity to cover around three 
months' financial require- 
ments. That was interrupted 
in the final quarter of last 
year with the Asian crisis, so 
we had some ground to 
make up.” 

Argentina has been taking 
advantage of the steady 


improvement in market con- 
ditions to make up that 
ground. 

As a result, said Mr Gui- 
dotti. Argentina will have 
the flexibility to work 
around future fluctuations 
in the markets. 

Another motive behind the 
repeated early forays into 
the market is the knowledge 
that other borrowers will not 
watch and wait for ever. 

The country's pressing 
financing needs have also 


But the mix could change 
because of higher domestic 
borrowing costs, according 
to Mr Guidotti. 

“Berates {medium-term 
domestic paper] have 
widened as a result of the 
Asian crisis. We are 
monitoring their behaviour 
closely in the secondary 
market, but this route is 
looking a bit too expensive 
for us right now “ 

With a $2bn three-year 
syndicated loan secured in 


Argentina has already met its 
first-quarter financial requirements of 
$4bn, and about half its second-quarter 
needs of $2bn. It aims to raise a further 
$3bn in the third quarter, rising to $5bn 
in the final quarter 


been a powerful spur to the 
economic team's ingenuity. 

This year's estimated total 
financing requirements, 
including the $3bn roll-over 
of short-term 'Treasury bills, 
is more than f!7bn. Some 
$i.4bn Is expected to be met 
by multilateral organisa- 
tions. 

Argentina originally aimed 
to raise about $3£bn from 
the international mar kets 
this year, plus about another 
$5bn domestically. 


December and other pre- 
financing from Inst year, 
Argentina has already met 
its first-quarter financial 
requirements of $4bn, and 
about half its second-quarter 
needs of $2bn. It aims to 
raise a further $3bn in the 
third quarter, rising to $5bn 
in the final quarter because 
of heavy debt amortisations. 

Given the year-end bur- 
den. the finance team clearly 
believes it is as well to strike 
early. Borrowing costs have 


also fallen since the Asian 
crisis-induced rises in the 
1997 final quarter. 

“Our financing costs now 
are lower than in the first 
quarter of 1997. although 
they are still a bit higher 
than before the Asian 
crisis." said Mr Guidotti. 
Last week's FI 500m and 
FFrl.5bn issues were priced 
to yield spreads of 383 and 
382 basis points, respec- 
tively. 

It is still a long haul before 
Argentina has completed ail 
this year’s financing require- 
ments - a task that would be 
complicated by further inter- 
national turmoil. 

However, local analysts 
believe bolder moves - such 
as a buy-back of existing 
debt - cannot be ruled out 
later in the year, assuming 
continued improvement in 
market conditions. 

International economists 
say Argentina and other 
Latin American sovereigns 
are well placed to undertake 
further Brady exchange pro- 
grammes this year. 

The swaps, involving 
retirement of collateralised 
Brady debt and their replace- 
ment by straight interna- 
tional bond issues, reached a 
peak in mid-1997 before the 
market in effect closed in 
late October. 

However, both Argentina 
and Brazil are believed to be 
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Interest rates at a glance 


Discount 

Orenugh 

USA 

5JD 

ala 

Jopdn 

050 

n/j 

ternaiw 

ZSO 

420 

Franc* 

130' 

X« 

halt 

550 

025 

UK 

735 

n/a 

"Ptw uvntfi 

533 

037 

042 

043 

556 

7jI5 

Om feat 

542 

OS7 

086 

XS2 

457^ 

7,18 

tore yc* 

US 

r-w 

451 

454 

454 

038 

Trn year 

5£7 

1.32 

4-96 

459 

553 

6.10 


Sons tear s 

looking at opportunities to 
repeat the formula once con- 
ditions allow. 

"The markets are probably 
not yet ready for another 
Brady deal but the time is 
rapidly approaching.” said 
one bond syndicate head in 
London. ‘From the point of 
new of the borrower it 
would be wise to wait until 
average spreads have tight- 
ened by another 100 basis 
points or so.” 
la the longer-term, the 


London listing likely to 
value CCB at up to £2bn 


By Kevin Done, 

East Europe Correspondent 

The flotation later this year 
of the European operations 
of Coca-Cola Amatil of Aus- 
tralia. one of Coca-Cola's 
leading international bot- 
tlers. will create the largest 
European listed company 
operating largely across the 
emerging markets of central 
and east Europe. 

The company, to be called 
Coca-Cola Beverages, could 
have a market capitalisation 
of up to £2bn. 

Current Coca-Cola plans 
are to list the company on 
the London Stock Exchange, 
where it will rank as one of 
the top 160 UK companies by 
market capitalisation, 
although It is expected ini- 
tially to fall short of joining 
the FTSE 100 index. 

About SO per cent of its 
turnover will be derived 
from 10 markets in central 
and east Europe, where 
Coca-Cola Amatil. which is 
33 per cent owned by Coca- 
Cola of the US. has invested 


more than $1.5bn in the past 
seven* years. 

The balance of its 
operations will be in Aus- 
tria, Switzerland and central 
and northern Italy. 

The company will have a 
turnover of about $ 2 bn and a 
workforce of 15,000. 

If regulatory and share- 
holder approval are gained 
on schedule, the listing of 
CCB is expected to take 
place in June. Coca-Cola 
Amatil is p lanning that the 
demerged European com- 
pany will be incorporated 
and will be tax resident in 
the UK. 

CCA is being advised by 
SBC Warburg Dillon Read, 
the investment banking arm 
of Swiss Bank Corporation. 

As a constituent company 
of the FTSE 250 index with a 
potential market capitalisa- 
tion of about£2bn, CCB is 
expected to attract strong 
interest from the growing 
number of index-tracking 
investment funds. 

Coca-Cola Beverages will 
be the first international bot- 


tling company listed on the 
London Stock Exchange and 
the first direct UK invest- 
ment opportunity in part of 
the Coca-Cola system. 

According to Amatil. the 
stake to be held directly by 
Coca-Cola of the US will be 
approximately 50 per cenL 
Coca-Cola said its policy was 
to hold stakes of between 20 
per cent and 49 per cent in 
its main anchor bottlers. 

The move to demerge 
Amatil’s European 
operations, leaving the Aus- 
tralian group to concentrate 
on its activities in the Asia- 
Pacific region, is part of the 
consolidation of Coca-Cola’s 
worldwide bottling 
operations. 

CCB will be ranked in the 
top five bottlers worldwide 
in terms of volume. It will be 
the Coca-Cola bottler in 
Hungary, the Czech Repub- 
lic. Slovakia, Poland, central 
Romania. Croatia. Slovenia, 
Bosnia. Belarus and 
Ukraine, as well as in Aus- 
tria. Switzerland and north 
and central Italy. It will be 



Neville Isdeft consofidation aimed at ‘economies of scale' 


one of Coca-Cola's four 
so-called anchor bottlers in 
Europe. 

Neville Isdell. formerly 
president of Coca-Cola's 
Greater Europe group, 
has taken over day-to-day- 
responsibility for Amalfi's 
European operations and 
has been nominated chief 
executive of the new 
company. 

He said the wave of consol- 
idation was aimed “at get- 
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ting the economies of scale 
of production and distribu- 
tion reflected in the business 
system." 

The moves are also aimed 
at strengthening Coca-Cola's 
leadership over PepsiCo in 
the carbonated soft drinks 
market in east Europe. Coca- 
Cola has risen from being 
outsold two to one under 
communism to "three to one 
leadership”, according to Mr 
Isdell. 
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writing is clearly on the* wall 
for the Brady market, with 
liquidity moving steadily 
into the eurobiand and yan- 
kee bond markets. 

According to xhe Emerging 
Markets Traders Associa- 
tion. t turnover in Brady bond 
trading fell by li per cent in 
7997 while trading of emerg- 
ing market eurobonds grew 
by 135 per cent. 

“Brady bonds are no lon- 
ger fashionable." said one 
banker. 


Beacon 
poised to 
buy Arco’s 
coal assets 
in US 


By Nikki Tait 
in Chicago 


Beacon Group, a private 
investment partnership, has 
emerged as the likely buyer 
of the US coal assets being 
sold by Atlantic Richfield. 

The assets include the 
Black Thunder mine in Wyo- 
ming. the largest coal mine 
in the US. and are expected 
to fetch more than $lbn. 

The west coast energy 
group said it was entering 
exclusive negotiations with 
Alliance Coal Corporation, 
an affiliate of the Beacon 
Group. 1 

All the principal terms and I 
conditions bad been agreed, 
Arco said, although a bind- 
ing deal has not been 
executed. 

The transaction will make 
Alliance the second largest 
coal producer in the US. 

Two years ago. the Mapco 
energy group sold its coal 
division to Beacon in a 
$310m deal, and today the 
Beacon assets include eight 
mining complexes in Illinois. 
Kentucky, Maryland and 
Virginia. 

In addition to Black Thun- 
der, the Arco mines take in 
Coal Creek in Wyoming, the 
West Elk mine in Colorado 
and three mines in Utah, 
owned jointly through 
Canyon Fuel with Japan’s 
Itochu. 

Beacon is being joined in 
the deal by Texas Pacific, 
the Fort Worth-based con- 
cern beaded by David Bon- 
derman. the US investor, 
whose previous Investment 
forays have included Conti- 
nental Airlines and Oxford 
Health. 

An affiliate of Texas 
Pacific will become an inves- 
tor in the merged coal assets 
of Arco and Beacon. 

The choice of a preferred 
bidder comes at the end of a 
protracted auction process 
which has seen various big 
coal companies - such as 
Rio Ttnto's Kenoecott divi- 
sion - named as potential 
buyers. 

Arco also considered the 
possibility of spinning the 
assets off to shareholders as 
a separate business. 

The group ts also looking 
to sell its Australian coal 
assets, so that it withdraws 
from the coal business alto- 
gether. 

It said that no final deci- 
sion about tiiis disposal had 
been made, and declined to 
speculate on likely future 
timing. 

These assets Include joint 
venture interests in three 
Queensland mines - Cur- 
ragh, Gordonstone. and Blair 
Athol. 




NEWS DIGEST 

STEEL INDUSTRY 

BHP invests A$103m 

8HP. the Australian resources group, will spend A$i03m 
i US$ 70m) on its steel operations at Whyalla and Newcastle 
as part of a restructuring of its steel business. BHP will 
outlay A$83m on a new billet caster and associated facili- 
ties at Whyalla steelworks, which will provide feed billet to 
the Newcastle rod and bar milte by the end of 1999 when 
steelmaking ceases at Newcastle. 

George Edgar, group general manager of BHP Inte- 
grated Steel, said; “The billelcaster project will give the 
Whyalla operations a platform to improve performance. 
Notwithstanding this, the Whyalla facilities in South Austra- 
lia will remain under intense competitive pressure.* 

The other project will be A$18m worth of improvements 
to ttie Newcastle rod and bar mills, which BHP hopes will 
lead to world-class product quality from these facilities. 

The improvements are in addition to expenditure of A$44m 
previously announced to upgrade the Newcastle wire mill 
in New South Wales. 

Meanwhile. BHP announced that repairs to BHP Petro- 
leum s floating production vessel, Griffin Venture, had been 
completed with the vessel back on location, 68km 
north-west of Onslow in Western Australia. The repairs 
followed an explosion and fire in the engine room in 
November. Russell Baker, Sydney 

SWEDEN 

Sydkraft surges to SS0S.2bn 

Sydkraft. Sweden's largest listed power utility, reported a 
big leap in 1 997 pre-tax profits, from SKr2.5bn to 
SKr5.2bn t$&49.5m). Much of the increase was ascribed to 
a non-recurring gain from the sale of shares and operating 
profits rose 15 per cent to SKr4bn. Sydkraft said the 
improvement reflected higher hydro -power production, the 
acquisition of Orebro Energi. a local power company, and 
the purchase of a 21 .8 per cent stake in HEW. the fisted 
German utility. A dividend of SKr6. against SKr4, was 
proposed. Greg Mcfvor. Stockholm 

TYRES 

Weak yen lifts Bridgestone 

Bridgestone, one of the world's largest tyremakers. 
reported a 7 per cent rise in parent recurring profits, 
helped by strong overseas demand and a weak yen. in 
spite of the deterioration of the Japanese economy during 
the year. Bridgestone increased parent sales by nearly 5 
per cent to V755.9bn ($6bn). Recurring profits rose to 
Yl00.2bn from Y93.6bn while net profits gained 12 per 
cent to Y49.6bn. 

The group said the slump in Japan was offset by strong 
demand in the US in particular, where the weak yen raised 
the company's competitiveness. 

In Japan, tyre sales rose 4 per cent because of 
increased production by Japanese carmakers supported 
by strong exports. 

Exports rose 10 per cent to Y266.4bn with strong 
demand in the US. Africa and Asia, which more than com- 
pensated for declines in Europe and the Middle East. 

Bridgestone, which owns Firestone in the US. plans to 
invest Yllbn at its two domestic plants to meet increased 
export demand. Michiyo Naka mo to, Tokyo 


ELECTRICITY 

Endesa static ahead of sell-off 

Endesa, the leading Spanish electricity group which is in 
the process of being privatised, said rt expected to 
announce net profits of Pta166.74bn ($1.08bn) tor last 
year, up 1 per cent on the previous year's consolidated 
figure of Pta165.D9bn. 

However, along with other Spanish electric utilities, End- 
esa has obtained permission from the CNMV securities 
market commission to delay publication ol its results, 
which should normally have been submitted by the begin- 
ning of March. The companies asked for leeway to the end 
of the month because of unresolved questions about how 
accounting norms should be applied In the context of 
restructuring plans. 

Endesa said it did not expect this issue to affect its 
profit figure. Analysts were expecting fiat earnings after a 3 
per cent cut in electricity prices and increased deprecia- 
tion charges resulting from the revaluation of assets. 

The state holding company Sepi. which now holds 42 
per cent. Is due to sell up to 25 per cent more in May, 
worth some PtaSBObn at current market prices, making it 
the largest Spanish privatisation offering to date. 

David White, Madrid 


SLOVAKIA 

VSZ Holding reshuffles hoard 

VSZ, Slovakia's biggest company, has restructured Its 
management boards and replaced Jan Smerek, president, 
with Julius Rezes, son of the company's largest share- 
holder. Mr Smerek has become chairman of the steel 
company's supervisory board, replacing Alexander Rezes. 
a former transport and communications minister and the 
campaign fund manager for the ruling Movement for a 
Democratic Slovakia His son. formerly a member of the 
executive board, has been appointed its chairman as well 
as president of the company. 

The company said the personnel changes, which were 
approved at an extraordinary general meeting on Friday, 
would free trie supervisory board to locus on long-term 
strategic planning while the executive board handled oper- 
ational matters. -The main aim of this strategy is to spilt 
operating management and strategic management.” the 
company said. 

Tbe supervisory board members will consist largely of 
the managers who led the company to full privatisation in 
1995 and who currently own about 40 per cent of the 
shares. The company h3S changed its name to VSZ Hold- 
ing and passed a motion requiring supervisory board 
approval for substantial loans. Robert Anderson, Prague 
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MINING 

Cyprus Aiinax sells coal mines 

Cyprus Amax. the large diversified US mining group Is to 
sell some of its coal mines to A&. a Kentucky-based com- 
pany. Cyprus said the deal was expected to close in the 
second quarter of 1998. but did not disclose financial 
terms. The properties span four states - Kentucky, West 
Virginia. Indiana, and Tennessee - and produced about 
16m tons of coal last year, out of the total 88m tons for 
Cyprus overall. The mines bemg sold employ about 1 3DO 
people. Milton Ward. Cyprus chairman, said the sale was 
part of the company's plan fo concentrate on “growing 
production and markets tor our Pennsylvoma and Western 
US operations . NlkkJ Ta|t Chicago 
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Deloitte Consulting 
ads take aim at rivals 


Correspondent 

Deloitte Consulting, the 
emerging global partnership 
to Big Six accoun- 
tancy practice Deloitte 
Touche Tohmatsu, has 
launched a $i5m (29m) a 
year “knocking” campaign 
against rivals such as trou- 
bled Andersen Consul ting , 
The worldwide campaign 
breaks new ground for the 
sector and specifically 
names the competition in 
advertisements to be used in 
the US. rt is part of a wider 
effort to establish the firm’s 
brand image alongside com- 
petitors such as McKinsey. 

Rivals are likely to see it 
as an attempt to mirror the 
success of Andersen Consult- 
ing - itself created from the 
Big Six accountancy firm of 
Arthur Andersen in 1989 . 

Senior executives say 
there is no possibility of 
Deloitte Consulting, created 
in 1995, turning against 
Deloitte Touche Tohmatsu - 
as Andersen Consulting 
against Arthur Andersen. 
The rest of the sector is 
likely to monitor the rela- 
tionship. 

The campaign has been 
initiated by Pat L oconto. 


Deloitte Consulting’s chief 
executive, while the adver- 
tising campaign has been 
devised by the Keith Fera 2 zi, 
chief marketing officer. 
“This is the first rime a pro- 
fessional services firm has 
done something like this," 
Mr Ferazzi said. 

Deloitte Consulting - 
which was enjoying 30 per 
cent annual growth in reve- 
nues with $3bn expected this 
year - wanted to ‘'break out 
of the pack” and establish 
itself as an alternative to 
Andersen Consulting and 
McKinsey. 

He dismissed concerns 
that an ambitious and fast- 
growing Deloitte Consulting 
could eventually want to 
break free. “We consider 
ourselves distinct but related 
partnerships. Our joke is 
that some of our best friends 
are accountants.” 

Mr Ferazzi pointed out 
that despite the distinct 
advertising campaign, the 
style mirrored Deloitte 
Touch Tohxnatsu’s own 
advertsing. Ed Kangas, 
global head of Deloitte 
Touche Tohmatsu, has said 
ownership arrangements are 
specifically designed to 
make sure a situation like 
that at Andersen cannot 


arise. He has a seat on the 
board cf Deloitte Consulting. 

Mr Ferazzi conceded the 
campaign was timed to 
exploit the open and bitter 
dispute threatening to split 
Andersen Consulting and 
Arthur Andersen. 

“This is the perfect Hmt» to 
find their Achilles bed," he 
said. 

The advertising campaign, 
which includes broadcast 
and print media, will seek to 
highlight perceived differ- 
ences between Deloitte Con- 
sulting and its rivals. 

One poster - clearly aimed 
at Andersen’s leadership in 
the sector - states: “Them. 
Arrogance underscores 
results. Us. Arrogance 
undermines results.” 
Another reads: “Them; Only 
senior managers can impose 
c h ange. Deloitte Consulting: 
Change imposed is change 
opposed." 

Andersen Consulting - 
which is at least twice the 
size of Deloitte Consulting in 
terms of revenues and is also 
fast growing - is likely to 
shrug off the challenge later 
this week, when it is due to 
report on its year’s perfor- 
mance. Its brand image - 
along with McKinsey’s - 
dominates the sector. 


Huaneng Power to raise 
HK$l.lbn via share issue 


By John RMkfing in Hong Kong 

Huaneng Power, the Chinese 
energy group listed in New 
York and Hong Kong, is to 
raise HKBl.lbn (tJS$142m) 
through the issue of 250m 
new shares, according to 
Credit Lyonnais Securities 
Asia, the underwriter. 

The issue, which was over- 
subscribed by institutional 
investors, cranes against the 
background of improved 
market sentiment. Hong 
Kong's stock market has ral- 
lied over recent weeks, gam- 
ing more tban~20 per -cent in 
February after sharp faBs 
the previous month. 

Mainland issues,- compris- 
ing H-shares and red chips, 
have been among the stron- 
gest performers. H-shares 
such as Huaneng Power are. 
Hong Kong listings of xnatar 
land state-owned enterprises. 
Red chip® are Hong Kong- 
based subsidiaries of main- 
land business groups, usu- 
ally conglomerates. 

■ Huaneng Power has been 


listed in New York since 
1994 and was listed in Hong 
Kong earlier this year by 
way of an introduction and 
without making an initial 
public offering. 

The company had been 
planning to list its shares in 
the territory through an IPO, 
but the sharp fall in the 
Hong Kong market and the 
instability caused by the 
regional financial crisis 
prompted a delay. Several 
other mainland companies 
have postponed or scaled 
down share issues because of 
market conditions. 

Despite Huaneng’s move 
and the recovery in the 
Hong Kong market, main- 
land share issues are expec- 
ted to slow markedly this 
year, the official China Secu- 
rities newspaper said at the 
weekend. 

According to the report, 
mainland companies raised 
HK*L23ton through securities 
issues an domestic and inter- 
national markets last year. 
However, “conditions for 


Chinese enterprises to raise 
money through securities 
markets have changed to a 
great extent this year”, the 
report said. “It is difficult for 
the enterprises to raise the 
same amount of money 
through securities markets 
this year." 

Huaneng Power plans to 
use the proceeds from the 
issue to help finance the 
acquisition of a coal-fired 
power plant. It plans to raise 
Its generating capacity from 
5.300MW to more than 
8.000MW by 2000. 

The new share issue repre- 
sents about 20 per cent of 
the enlarged listed H-s h are s , 
or about 4.4 per cent of the 
total enlarged share capital 
of the company. The issue 
was priced at HKS4.4Q a 
share, compared with the 
HKS5.00 at which shares 
were suspended on Friday. 

Investors can also take the 
shares in the form of Ameri- 
can Depositary Shares, 
which represent 40 ordinary 
H-shares. 


COMPANIES & FINANCE 

EMERGING MARKETS INVESTORS RELIEVED AT SHARP RISE IN WARSAW INDEX 


Komercni 
fall less 
steep than 
expected 

By Robert Anderson in Prague 


Komercni Banka, the Czech 
Republic’s biggest bank by 
assets, has reported Kc45Tm 
($13.4m) unaudited net prof- 
its for 1997, KclQOm more 
than its first estimate last 
month but well below its 
1996 profit of Kc5.24bn. 

Th e bank also announced 
that Richard Salzmann 
would step down as chair- 
man at the end of the month 
but would continue as chief 
executive. 

Komercni rushed out an 
early profits announcement 
last month, after its share 
price fell 14 per cent over 
two days to a historic low 
because of what it called 
“ambiguous expectations of 
its economic results”. 

Last year, the hank faced a 
more difficult trading envi- 
ronment after the koruna's 
depreciation in May, but it 
h as also begun to make big- 
ger provisions for its non- 
performing loans. 

Earlier this year It 
announced it was making 
additional loan provisions of 
Kc3.5im and moving Kc7bn 
from general provisions to 
cover loans after revaluing 
real estate collateral. 

The bank said Mr Salz- 
mann, 68, was stepping 
down because a new law 
that takes effect next month 
prevents senators from bold- 
ing a seat on the board of a 
publicly-traded company. Mr 
Salzmann, the country’s 
most prominent banker, was 
elected in 1996 as a senator 
far the Civic Democratic 
party of the Vaclav Klaus, 
the former prime minister. 

There have been recurring 
rumours of Mr Salzmann's 
retirement during the bank’s 
currant diffi culties, but it is 
thought unlikely be will step 
aside completely until the 
bank’s privatisation is clari- 
fied. Komercni said yester- 
day the board would con- 
tinue to function with only 
six members under Karel 
Bednar, vice-chairman. 

Last month, Goldman 
Sachs was appointed to 
advise the government on 
the bank’s full privatisation. 
The state bolds 49 per cent 
of the shares and the govern- 
ment has announced plans 
to offer at least 34 per cent 
to a foreign investor. 

However, no sale will be 
made before elections sched- 
uled for June, and the Social 
Democrats - who are lead- 
ing in opinion polls - have 
yet to announce a clear pol- 
icy on the issue. 


Rebound in Polish stocks 


By Christopher BcbmsJd 
In Warsaw 

A rebound by almost a third 
in the WIG, Poland’s main 
Stock market indicator, since 
the beginning of the year 
has given welcome relief to 
Polish and foreign investors 
disappointed by last year’s 
meagre 2 per cent increase 
in share prices. 

In addition, Poland's new 
independent Monetary Pol- 
icy Council (RPP) last week 
unveiled a tight money pol- 
icy aimed at bringing infla- 
tion down to single-digit lev- 
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els for the first time since 
the late 1980s. 

The move reinforced the 
belief among foreign fixed 
income investors that 
Poland will provide secure 
and steady financial returns 
this year. 

A great part of the reason 
for renewed investor interest 
in Poland lies in the confi- 
dence that has been inspired 
by Leszek Balcerowicz, the 
deputy premier and finance 
minister. 

Mr Balcerowicz was 
responsible for implement- 
ing free market reform poli- 
cies in the early 1990s. Fol- 
lowing elections last 
autumn, his pro-business 
Freedom Union party forged 
a government coalition with 
the politically disparate 
Solidarity Electoral Action 
(AWS). 

Subsequently, investors 
who had feared the populist 
influence of the trade union- 
dominated AWS, welcomed 
the approval by the cabinet 
of a tough 1998 budget, in 
which Mr Balcerowicz 
managed to keep the 
planned deficit to a mere 1JS 
per cent of gross domestic 
product, says Beata Palka. 
head of research at Wood 
and Co. a central European 
broker. 

Investors searching for 
safe havens after the Asian 
economic crisis were further 
reassured as to the prospects 


of sound money policies in 
Poland when Hanna Gron- 
kiewicz- Waltz, head of. the 
central bank since 1992, was 
confirmed in her post by par- 
liament for a second six-year 
term earlier this month. 

Ms Gronkiewicz-Waltz 
moved fast, along with the 
10-strong RPP that she 
chairs, to secure the govern- 
ment’s inflation, target of 9.5 
per cent for this year. 

This is to be achieved by 
lowering the crawling peg 
mechanism, which has 
devalued the zloty by 20 
points to 0.8 per cent, at a 
rate of 1 per cent a month. 

At the same time the RPP 
put the money market 
benchmark up half a per- 
centage point, to 24 per cent, 
in an effort to damp domes- 
tic demand. 

This is sucking in imports 
and pushing the current 
account deficit perilously 
close to the 6 per cent of 
grass domestic product mark 
at which financial crises 
threaten. 

The RPP also ordered the 
central bank to widen the 
zloty's daily trading band to 
plus and minus 10 per cent 
from its 7 per cent band. 

The move has so £Eu* foiled 
to reduce currency inflows, 
which last week pushed the 
zloty up to its highest level 
against a basket of curren- 
cies since the end of 1995. 

At the same time the mon- 
etary authorities appeared to 
be less concerned that a 
stronger zloty would curb 
sales abroad. 

After all, exports grew by 
15 per cent last year, even as 
the current account deficit 
rose from 1 per cent of GDP 
in 1996 to 3.2 per cent. 

The extent of the rise in 
share prices on the Warsaw 
bourse has surprised Philip 
Poole, a senior central Euro- 
pean analyst at ING Barings 
in London. 


Mr Poole remains sceptical 
on prospects for a lasting 
boom in share prices, in 
Spite of the WIG index reach- 
ing 17,621 last Friday, having 
climbed from its low of 
13^62 on January 12 . 

“Earnings were sluggish 
last year - especially for the 
banks. It is they and the 
KGHM copper producer 
which make up half of the 
capitalisation of the stock 
exchange, and the worries 
are still there about pros- 
pects for both," he says. 

Nevertheless, analysts 
point to high profit predio 
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tiflns for this year as the rea- 
son for renewed interest, 
with an average price earn- 
ings ratio of 13 at the end of 
last year low enough to 
attract bargain hunters. 

Strong results from many 
has attracted investors to 
the Warsaw market, which 
quotes 140 stocks and is capi- 
talised at 5l.2bn zlotys 
($14.7bn). 

Mr Poole also cites the 
sharp rise in share prices in 
the first two months of 1997, 
and suggests this year's 
Inflow reflects a seasonal 
phenomenon. 
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TOTAL ALPHA 
INVESTMENT FUND 
MANAGEMENT 
COMPANY S A- 
R.G No B 39 615 

te gBBWdOtflce 
Ih, Ekvlevtnl Soyrf. 

U24W UnaanbomiB 

On 1 Mx -February 1996 the 
scte shareholder of EsiSl jj 
fuftetfimd having requested 
redemption of aU his shapes 
the Fund ceased to exist with 
effective date 17lh February 
1996. 

The records and books of the 
Fund wjU be kept for a period 
of 5 years at the .office of 
NftJyj Bank (Urxembourg) 
SA.. 16, Boulevard Royal, 
L-244« Luxembourg. 
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£25,000,000 
Floating rate notes 
due May 2000 

For the period 27 February 
19SSto29.\ta}i93Sthe 
notes trill bear interest at 
7.6635% peraivam. Interest 
payable on the relevant 
interest payment date 39 May 
1998 will amount to £1.9/0 J8 
per £100.000 note. 

Agent Morgan Guaranty 
Trust Company 

jPMorgan 


PUBLIC NOTICES 


This Announcement Appears as a Matter of Record Only 



THE BRITISH LINEN BANK LIMITED 

is pleased to announce the formation of 

BRITISH LINEN ASSET FINANCE LIMITED 

This company will commence trading on 1st March 1998 
and has been formed as a result of a merger between 
two of the Santas subsidiaries; name!) 

’ BRITISH LINEN LEASING LIMITED 

and 

eft finance limited 

For more information please contact 

" John McCabe 

Managing Director 
British Linen Asset Finance Limited 

4 Melville Street 
EDINBURGH 


7 John Street 
GLASGOW 
G1 1HP 

Tel. No. 0143 552 5552 
Fax. No: 0141 552 2272 


or 


E m 7NZ 

Tel. NO, 0131 243 8442 
Fax. No. 0131 243 8423 
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1998 GENEVA 
EXECUTIVE COURSES IN 
FINANCE 

It is vital that today's finance professional keep 
abreast of the latest developments. For the 
past decade ICMB has buifta so&d reputation 
training executives from over 900 institutions 
and 84 countries in the latest risk management 
techniques. A highly renowned international 
faculty assists participants to build sophisticated 
skills which enables them to profit from complex 
challenges in a rapidly changing environment. 

Francis X. Diebold May 18 -20 

ADVANCED METHODS FOR ESTIMATING AND 
FOfffiCASTBIG VOLATflJTY IN FINANCIAL MARKETS 

M. Musieia and S. Neftd May 25-29 
MAKTWGALE METHODS IN FINANCIAL M0DE11BIG 
AND APPLICATIONS 

Yacine Ait-Sahaba June 8-10 

ESTIMATION OF CONTTNUOOSrHIE WTERESFBATE 
MODELS 

Kevin WBson August 17 -21 

MODERN SECURITY ANALYSIS FOR PRACTITIONERS 

Richard Levich August 24 - 28 

EXCHAWJE-flAIE AND NTSESTRATE ECONOWCS 
AND FORECASTING 

Hashem Pesaran Aug. 31 - Sept. 4 

FORECASTING TECHNIQUES MFMANCIAL MARKETS 

Stephen Schaefer September 7-11 

BOND PORTFOLIO AND fffTEHESTftATE 
MANAGEMENT 

Anthony Neuberger September 14 - IB 

THE USE OF DERIVATIVES W CORPORATE FINANCE 
AND PORTFOLIO MANAGEMENT 

Rerte Stulz ' September 21 - 25 

RNANCUL RISK MANAGEMENT AND DERIVATIVES 

Gordon Ibbotson SapL 28 - Oct 2 

ADVANCED LARGE CORPORATE CREDIT 
ASSESSMENT 

Mike Staunton October 12 - 16 

EQUITY PORTFOLIO MANAGBBEOT 

Philippe Jorion October 19-23 

GLOBAL ASSET ALLOCATION 

David Cox November 9- 13 

QUANTITATIVE TECHNIQUES FOR RNANOAL 
MARKETS 

Salih Neftti November 16 - 20 

ADVANCED MATHEMATICS OF DERIVATIVE PRODUCTS 


For our detailed brochure, please contact 
Fabienne Scagliola or Beatrice Candoffi 
ICMB 

Av. Blanc 49 - 1202 Geneva, Switzerland 
Tel: +41-22/73195 55 
Fax: +41-22/731 95 75 
htfp-J/heivvww.unige-ch/icmb/ 
e-mail icmbfihei.unigexh 


1 CROSS BORDER M&A DEALS j 

BIDD HI/INVESTOR 

TARGET 

SECTOR 

VALUE 

COMMENT 

Bass (UK) 

inter-Continantal (US) 

Hotels 

S2-9br 

Saison seBs 

Grenada (N lands) 

Eagfe-Pfcher (US) 

Conglomerate 

$743m 

New core buy 

Soctete GtnArale 

Cowen & Co (US) 

Banking 

S540m 

More consofidation 

bivostcorp (Bahrain) 

VVatmoughs (UK) 

Printing 

S412m 

Recommended 

Pinautt-Printempo 

{Franck 

Brylane (US) 

Retailing 

S442m 

Mail order move 

Sfebe (UK) 

Wonderware (US) 

Control Systems 

S375m 

Bolt-on buy 

SunGanl Data (US) 

Rotie 8. Nolan (UK) 

Computer services Sl27m 

Offer raised 

Baan (N* lands) 

Coda (UK) 

Computer services $87m 

Sector consoli- 
dation 

Pepkor (SA) 

Best & Less (AustraBa) 

Retailing 

S67m 

Cash advance 

Cadbury Schweppes (UK)/ American Bottling (JV) 
Carlyle (US) 

Botukig 

S300m 

Consolidation 
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Three intensive weeks at 
our Business Summer School 
will change your views 
for the next thirty years. 


In today's uncertain world, the quality of strategic thinking is vital to a company's survival. 
The summer at Merton College Oxford, there is the chance to study the economics which 
will prepare you for the challenges of top management 

The impact on you and your organisation of such key issues as the Euro, changing competition 
rules and the Asian economies will be actively debated. 

Rigorous and challenging, this intensive course will be run by five leading fallows in 
Economics and will be conducted in mixed discipline, mufti-company teams supported by 
the tight tutorial system for which Oxford is renowned. 

The course also provides you with a rare opportunity, not only to team from, but to meet 
informally, over 20 guest speakers. Amongst them CEO's, politicians and government advisers. 

For a Prospectus and Application farm contact; Jane Read. OUBSS, PO Box GIG. Oxford 0X1 1UU. 
Telephone: 01865 202007 or e-mail oyteLnxford®btinterrwLcora 


OXFORD UNIVERSITY BUSINESS SUMMER SCHOOL 


ACCELERATED ECONOMICS COURSE 6TH-25IH JULY 1998, 

Applications dose: 15th April 1998. 

Name: 


Address: . 


Company: . 


■Postcode'. 
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By Richard Waters 


While his references to the 
deflationary forces spreading 
from Asia may have grabbed 
the headlines, Alan 
Greenspan. Federal Reserve 
chairman, also last week 
threw the spotlight back on 
to the potential for a 
resurgence of US inflation. 

With the yield on 30-year 
Treasury bonds moving back 
towards 6 per cent, that will 
heighten the attention to the 
busy calendar of US 
economic data this week. 

Most widely watched will 
be Friday’s release of 
employment data for 
February. While registering 
a slowdown in job creation 
alter the surge in January 
and late last year, this report 
is still widely expected to 
reflect the tight conditions 
squeezing the US labour 
market 

Wall Street expects 
non-farm payrolls to have 
risen by 200.000-250,000. This 
would be less than the 
358,000 addition in January 
but may be enough to push 
the unemployment rate 
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down again, to 4.6 per cent. 

Other data are also 
expected to reflect the tight 
conditions, in spite of an 
overall moderation of 
economic growth. 

Today is likely to show a 
pick-up in consumer 
spending in January after a 
siow December, with a 
monthly rise of 0.5 per cent 


LONDON 


By Steve Thompson 


Benchmark yield curve 
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This week promises much 
for a London stock market 
driven by takeover/merger 
optimism. 

All the London market’s 
FTSE indices rose to record 
intra-day and dosing levels 
on Friday, led by stocks seen 
as potential takeover targets. 

In the FTSE 100 these 
included the drug stocks, 
which provided the market 
with one of its most 
dramatic events last week. 
General opinion on the 
City's trading desk s is that 
there is more takeover 
action, possibly of a hostile 
nature, in coming weeks. 

Whatever happens in the 
pharmaceuticals area, it 
seems almost certain that 
the burst of takeovers this 
year is set to continue. The 
FTSE 250 index, which has 
been left behind by the UK 
market's leaders, has been 
driven up on hopes of good 
news in the building and 
engine ering areas. 

Nine FTSE 100 stocks are 
scheduled to release results 
this week, with interest 
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By Graham Bowtey 
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focused on Halifax, which 
reports on Tuesday and may 
reward loyal shareholders 
with news of a share 
buy-back and special 
dividend and possibly news 
of an insurance acquisition. 

Thursday will see the 
monetary policy committee 
announce its decision on 
domestic interest rate policy. 


The German market joined 
the general rise in European 
stock markets last week, 
pushing up to record levels 
of about 4.700. 

The strong showing is 
testament to investors' 
confidence in the impressive 
performance of some areas 
or German industry, even 
though the domestic 
economy remains depressed 
and unemployment, at close 
to 5m. is itself at record 
levels. 

Big sectors of Germany’s 
economy, for example the 
car industry, are doing well 
at present, mostly through 
growth in export markets, 
generally outside Europe. 
Most companies appear to be 
shrugging oft the financial 
crises in Asian economies, 
claiming that even if there is 
some knock-on effect on 
their own business, stronger 
growth in regions such as 
Die US will offset it. 

Unemployment data due 
on Thursday are expected to 
reinforce the picture of a flat 
domestic economy. 
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The contrast between this 
and the success of corporate 
Germany abroad will be 
reflected when, also on 
Thursday, sporting goods 
group Adidas presents 
details of Us business year. 
Its figures an? expected to 
show strong profits growth, 
with further inroads into the 
US market. 


TOKYO 


By Mtahiyo Nakamoto 

After a week of being unable 
to decide whether to be 
optimistic about the 
economy, investors face 
more of the same this week 
for lack of clear direction 
from the government. 

On the one hand, in spite 
of persistent denials by- 
gov eminent officials, the 
market appears to have 
decided that some farm of 
stimulus package is in the 
works. Buoyed by that 
optimism trading is likely to 
fluctuate closer to the 
Nikkei's recent highs. 

Meanwhile, buying by 
public funds is also expected 
to continue supporting 
market demand. 

Nevertheless, there is 
concern that the debate over 
further stimulus measures 
cannot proceed until the 
1998 budget is passed. 

Further bad news from the 
corporate sector supporting 
worries of worse than 
expected results, could also 
put a damper on the 
market's mood. 

Warnings about the 
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Impact of the Asian crisis 
are becoming more 
pronounced while 
consumption in the first 
three months of the year is 
expected to show a 
significant fall compared 
with last year, when the 
impending rise in 
consumption tax in April 
spurred buying. 


COMPANIES DIARY 


French banks likely to 
show strong gains 


The Asian crisis will have a 
negative impact on French 
banks' results for 1997 but 
will not prevent them post- 
ing strong profit gains over 
1996. analysts said. 

Several banks are expected 
to report results in the com- 
ing weeks, including Society 
Gdndrale, Basque Nation ale 
de Paris and Credit Lyon- 
nais. 

Analysts said the biggest 
commercial banks might 
spread provisions against 
Asian losses over several 
years and 1997 provisions 
would be outweighed by 
strong earnings and invest- 
ment performance through- 
out the year. Despite the 
likely impact of the Asian 


crisis, the strongest earnings 
gains were expected to come 
from banks with the greatest 
international spread, they 
said. 

European economic and 
monetary union has empha- 
sised a number of weak- 
nesses among banks from a 
domestic point of view, 
while increasing European 
competition and low profit- 
ability at home bave fuelled 
recent merger speculation. 

Paribas last week reported 
that it had set aside a provi- 
sion of FFrl_9bn ($3l0m) to 
cover Asian risks but full- 
year net profit rose to 
FFr6J>7bn from FFnL35bn. 

Sheila Garrard, analyst at 
Lehman Brothers, expects 


net profit for Soctete Gener- 
ate will be FFr5.49bn and 
FFr886m for Credit Lyon- 
nais. In January Society 
Generate made provisions of 
FFrlbn for its 1997 accounts 
based on the known impact 
of the Asian crisis at that 
time. It said the published 
accounts would include a 
further ’‘substantial" provi- 
sion to cover any worsening 
of the crisis. 

BNP will publish its 
results on March 5. Soctete 
Generate on March 11. Credit 
Lyonnais on March 19 and 
CLF-Dexia on April 2. 

AFX. Paris 

TODAY 

• Inchcape, the diversified 
trading company, will try to 
set investors' minds at rest 
over the impact of the Asian 


financial crisis on its sub- 
stantial operations in the 
area, when it announces its 
final results. The shares bit 
a 10-year low in January at 
138p despite the company's 
programme of restructuring 
in Asia. It announced in Sep- 
tember it would sell or close 
businesses accounting for a 
third of its turnover in the 
region to focus on the more 
profitable area. NatWest 
Markets expects a 17 per 
cent advance to £i25m 
($208-Sm) for the year to 
December. 

• DSM, the Dutch chemi- 
cals company, will report 
1997 net profits of FI 870m- 
FI 880m ($433m-$438mh up 
from FI 720m a year earlier, 
according to analysts' fore- 
casts. Earlier this month the 
company forecast 1997 net 
profit at about FI 870m. 


INSEAD 


ISDA 


One option that’s too good to miss! 

The INSEAD-ISDA 

Swaps and Derivatives Programme 

10-22 May 1998 • 2-14 May 1999 


“Comprehensive programme: 
covering a wide variety of 
re/ated topics in a relatively 
short period of time” 


“Complete overview of deriva- 
tive instruments. Well balanced 
mix of theoretical and practical 
topics 


"Excellent faculty and good 
participants from various presti- 
gious financial institutions." 




The INSEAD-ISDA Swaps and Derivatives Programme is a two- 
week hands-on programme designed specifically for professionals who 
already have a sound basic understanding of derivatives. 

The programme benefits from over twenty years of fundamental and 
applied research on international financial markets, with a particular 
emphasis on derivative instruments. 

Led by an international faculty team, the programme includes the highly 
praised ALCO Challenge, a computer simulation which recreates an 
international banking environment and allows participants to integrate 
the links between product profitability, risk, capital adequacy and other 
regulatory issues. 

Among the major banks that have sent participants over the last two 
years are ABN AMRO, Bank for International Settlements, Barclays de 
Zoete Wedd, Credit Suisse. Deutsche Bank, Dresdner Bank, Industrial 
Bank of japan, Swiss Bank Corp, Union de Banques Suisses, Westpac 
Banking Corp. 

Professor Pierre Hillion, the Programme Director, has published in 
many academic journals and is the Associate Editor of the Journal of 
Empirical Finance and the Journal of Financial Markets. 

Our campus it in beautiful surroundings on the edge of the Fontainebleau Jo test. 
60 km south oj Parts. 


For an application form and brochure, please mail or fax this coupon to Catherine Whelan, Assistant 
Programme Manager, INSEAD, Boulevard de Constance, 7730S Fontainebleau, Cedex, France, 

Tel 33 (0)1 60 72 44 87, Fax 33 (0)1 60 74 55 04, e-mail ratberinc.whelan@insead.fr http://www.insrad.fr 

Please reserve a place on Hie INSEAD-ISDA Swaps and Derivatives Programme Ol998 Ql 999 
Q Please send me a brochure on The INSEAD-ISDA Swaps and Derivatives Programme 

Name Job Title 

Company name * 

Company address * 


Post code Country 

Telephone Fax E-mail. 
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Following DSM's FI 2.9bn 
bid for Gist-Brocades, ana- 
lysts bave increased tbeir 
target share price, saying 
the acquisition will justify' a 
higher p/e ratio. 

AFX. Amsterdam 

WEDNESDAY ~ " 

• BolsWessanen, the Dutch 
food and drinks group, is 
expected to report a 10 per 
cent rise in net profit to 
FI 20lm-Fl 205m (FI 1 84.2m !. 

However, the market may 
be less interested in the 
results than in whether man- 
agement implemented new 
strategic moves. These could 
include a sell-off of the 
group's drinks activities or a 
split and separate listing of 
the division, a food acquisi- 
tion or even a share buy- 
back. AFX, Amsterdam 


FRIDAY 

• Hoogovens. the Dutch 
metals group, is expected on 
Friday report net profit 
before extraordinary items 
of FI 462m-Fl 478m, up from 
FI 325m a year ago. accord- 
ing to forecasts. After deduc- 
tion of-Fl 12m in preferential 
dividends, earnings per 
share are expected to rise to 



Sir Colin Marshall, chairman of Inchcape, will try to reassure investors about Asia 
FI 13-F1 14 against FI 9.64. extraordinary items at growth wifi be generated in 

Fi 194m. up from FI 139m. its steel and steel- 
The company said at the related activities, profits 
beginning of this year that it from which feU to FI 427m in 
expected 1997 profit up 45 1996 from FI ?2rtm in 1995. 
per cent. Most of the profit AFX. Amsterdam 


Last August. Hoogovens 
first-half net profit from 
ordinary operations rose 
from FI 142m to FI 178m, 
with net profit including 



Cateta# »l 

IDO 

RrQYtfcsfii* 60 

feevtovHiw# 100 
SutfCttp )3ifl 

topn Stefey DU) & G<4 600 

MLMT 1 9M, A-I&lft l.iTta 
HCUITI.3M.MM# 1 (76n 
CrtwiCWrt lOO 

ffetewfepubfc Urn 

febotafcitata&KWJ* SC 
MUMS 


Dec 1999 till 
its 301 9009 
Mar 2MJ2 520tf 
to MOD 11) 
to20B61?5jf 
tor 2003 ® 
to 2008 
Sep 2003 
to 2006 
to 1999 
to 2008 695$ 
Feb 200! 9JjCj 


» 

W 

ft 


99S9B 
9BX13R 
10000 
99 925 
99 7SSR 

99 an 
10000 
10000 
10000 

100 (t) 
99 636 
9954* 


Duts/ta toon Cfc* 
- ttfnofiBrolws 
BJHWie* jEpan 
Letmn Braden 
£125 +57(W 5fJ GottBUItorftMPN 
toganStrt* W 
J> toga Seams 
Gokknan Sxte M 
GcfcW® £*fts H 
CSFB 

7 002*1 WjFeWOLehamJP Hagan 
? 3(M50(5ya01)&ar Sfcsro M 


Bmtays Baton) 
Htfro Ouster 
sraurjG 


500 to 20(3 5 5001 
J50 to MOB 5375 


99.77# 

9951# 


5530 <57(5'«JarO® Barters Capa Gram 
5426 tiOpUann) CmwtfteiMfesILB 


lftfrgmfcli.A8i1.qJ) 160 J3D 203 6.735 99S6SBR £794 ^4ffS-20l5( tog® Sb*r W 

tfeOnpt Pun. BrtHQJI SI Jan 2029 7535 9957210 7.404 t(4S$V<5) topi Star** DV 

Euusan ta'neni BanNO 200 Dec 2003 700 103.0501 6342 OftipOaSH) tt* Amro 

MittB** 150 No* 2001 6*4 99065R £4« .WVtortll Socto Gffl&fc 

d Canada 100 Ibr 2004 650 98X758 £7« >60ti 5to04j ISBC totots 

Ltf toaster#. 200 to 2005 6375 995788 6452 ♦S&\fc*04| Orate KB 

ftrtBnipflHnreW 125 to 2008 725 990658 7.3®*l2S(74«*-fl7) HSBC Mte’JP toon 

Eotfl DBetopnert Cap 100 Aiq 1999 7.00W 992768 7.|J9«M6Wug»«l Amu 

Cwa-Cte Efflpprtsei 150 to 2008 675 986188 6304 45|ftDe<07) CSFB/HSBC totaS 

C**to5ul 2375 to 9)08 6 6ZS 996* 568 .SWUlWri S toipn Sautes 

tow paws 


toDbMNedvM 
HqMc cUnvfaaM 
anus 

2in Maw 

750 to 2013 5 25 
500 Feb 2008 ini) 

998® 
99iffl 
99 r® 

513 UfliJ A6f(Amn) 

5330 * 21(11 Hatcta* wemateiEi 

S £ Itocan Sac» OH 

Usrtl Lynch 8 ME) 

wsthauw oauws 

300 to 3MB 5>3|n 

»J75B 

5216 


LHWfrntes 

inpjm (4 uewarti 

IDO ftarMW 3*g 

10121 




NSWTmanCcrp 

UKaKJJW RWKCS 

IOO Dec 2003 i50Bj 

100M5 



iwte Bank 

Connaniirt 

2te J»2W5 5 008) 

>02.53 

457 


WETO 

Ba.UftaK*pt} 

QAMSHIMKB 

3» Apr 20M f* 1 | 

102.1 

5.19 


Ci?*! E anten-Oft 

Bast Owns 
«W ZEAUUffl DOLLARS 

400 «a«5 iZC 

101 1 » 

500 


HBfFttMA me top 


WottBartjj) 


100 Sep m 700# 97975 -89? 


“«£us tar#-. 


finaterro non-canrato iness SUM tidd spreail uw rshwjn goyrmneni t-orsii ai tone* rutwrf 
t»r te3d fHsem-rate now $VHn w&c. eun.v*', *unus*a kSnim- -nmai 


UcOotitfsCop 

an to 2006 S125 

9939R 

5218 


fecttUGertr* 

Dresteofmaice 

aw to 3006 

500 

99851B 

£03 

*230 

BfWVsatoer KB 

itepufife pi feptereini 

1560 to 2003 

0») 

99.T0B 

8X2 *08^4 FotDB) Uarqan Stein DU 

VW&ul 

15w Apr 2001 43750 

9987H 

4416 

*254 

OWfeutaiaSocGefl 

EaPteanktrtnrtBafcmt 

MO tei 2007 

l»)> 

10125 



m 

Ewnem temrt Ba*f 
m 

TOO to 3005 

W 

1W10 


“ 

Sctffl EteerA 

Leon Carrai tantr* 
ITAlWl LEE 

lObd Feb 3001 

168 

ioaoo 

1580 


BJ ktorattn) 

OCT# 

3006n to 303 

~W~ 

99320 

- 


m 

TriBom hgesSsat 

400bn to 2008 

IN 

995® 



gOOast toCBSai 

MBWlvnvartaq 

15060 M .'303 

W 

9175R 

- 

» 

M fert UBsibcug 

Fort Cra* CaradJt 

SOQtei to 2003 


B9BSR 



fedta tebro 


CJrt* 1 - ?9 toys Jcc»u« few« mOi DU2m anil fFrjSn on-i Fov fi 6-iutfi LC^r 
1 S» i y M>0 .r i ^ * IMtip 'I itasr tntefpnfeirt vWfl n 
P-nm Utu ‘iiv *I>||<| tear <38n> o long HI coupon mi Cabti. on ij-j-j) jt tw If md can-: 

art f l -L 5 ' 0 *' Ujw * ,3B ® 10 to®*®** W® £™ Wrt an R iddm gM nrji vjn (.tim 
26CWI nil 10% to 26/2/01. Own 8% in 6-imti Utor .Stop pi C-iHf-nWche Pi«trirf ai OuaiviV 
aeoitaWBl WWJs Cnnunaoe Loan a/jacr Tnca Cunlnnvs Baiv WJ 1 &w> 

*5) O* 3 B _l W*" ■ S " , W l*w OTbp. pv.s-jjn. &•> uw a r Sejm 3.mift 1*01 -ism 
Si, S V? * lyw* 1 " i»rj> Lon -ISM UI secured «i Frowi pnva? mortcwK 

5bn Pka 70 ten Jcow-1 ,1, «l,*i m mT 
3 ^* n U«* ‘'2’rfn> a fc-wer, neffon w ndend te S oz u C*js".i2tlai. ill 
B, J s y w - j?? w i-.tfi fO750m (Hie iiw aan «awl ;i 
Oestar Asaat Raccftable Drttogs OdgRnm UBIIA i«ai maim,- ia & kno tea 

? TMiP l.jtoi io c-10 BBba bi Pavment sutned to StwI cwnwiiMiJvrSi p 
fw? «1 Ecu pmr V £»W. Spead nrtates n Frmdi gpM Ecu tend: riMc iioftb 3- cikirtKtd ®1 GW 
base. 


OTHER LONDON MARKET DATA 



LONDON RECENT ISSUES: EQUITIES 


tew art wo. 
puce pat) cap 
P 6p ffnU 


1W779B 

fty lot Stack 


m on as m 

«n. m. <rtf <«t 


- 

f r 

408 

1® 

83“ AIAkEivsb 

ffli. 


_ 

_ 

- 140 

- 

FP 

S70J 

105 

K Banfl 

9B 


. 

_ 

. 

- 

tP 

2044 

531 

500 Oapeo B 

517 


- 

- 

- 

- 

FP. 

- 

12 

6 Eutte 01413 Wt 

11 

*K 


_ 

_ 

§190 

FP 

3519 

332^ 

183 Iknsaon 

I® 

**) 

L<0 

u 

25 226 

§130 

FP 

560 

133“ 

i5T* otantfHntn 

131ft 



. 

. 

% 

FP. 

- 

3 




- 

- 

- - 




%chfl «io1 

M shea Com Gross ill* p/e 53 

27 31fl»g7 »ti Mhes pte W % ratto Hhjti Low 


1 wiwm j | 

WMr ID TN» UnSm oven. 


IteaUcvUMnatWtoiMTiitoaStfba ■ Uspkin^ bxPcat 


Gold Mm ban (32) 1077JH *1J 31.16 IDO DO JJg _ 


10^*2 -2J 7 48 23 02 S i? 2002 n-.ri « <vi -r 

1055.70*13 1965 fil, l i t 6 3946 17SOS5 864.86 

C#dOltHMIHUU W» MBWa lO-ram Cos*-, in Cnttrl ^ _ 

Baa UE Dfltah Bne Vttes wajai iwsw | Js * Ba1 *“ d pnwmc'. 


Hnoitwi 

Wra ritarin (7) 
North Vnarta 117) 




- 1B97/98 ” Snco ramp, 
feh 27 ra 26 to 25 24 Wi 23 Hgft low Mph to* 


FTSE 100 
FTSE K0 
FTEE3J bIT 
FTSE 3S0 
FTSESMBCap 
FTSE SffiKap t 
FTSE U9m 


Fnfa ?7 Fep 26 Fb& 35 to -j to 33 


5767 2 W64J 5745 1 MU 5TBZ.B 61X73 MC88 B7CTJ 0869 

5701 0 S132J 60713 50*13 50443 9014) 47B92 62014 I37B.4 

52321 51BOS 50907 SOGSd 50884 5232.1 480BJ 5233.1 11703 

27564 2748 B 37 $ 2 3696.6 27101 27684 2444.7 38484 6645 

2409 IS 1457 M 244706 244244 7*4651 248819 7320.182400.19 130.79 
2452.® 34«3 G7 ?«» 48 2434X7 3435 60 24030 2216 10 24SE30 13079 


FTSE FWaWp 1353 CJ lM'j.86 1341 B2 1535*3 

FTSE BTOSJ 100 Sniaq 2S82.43 3569 73 35J9BI 
FTSE Em 300 113944 11X.43 Ul8vi7 H>j; m 

FT » 35914 3536 . 1 350S } u 

FT ttort Sewtid HBD3 10353 103 J3 ltn Ifi 

.. _ FT few kfareri 13985 1403M IMS? n a 

3603.40 7675 S436GLB63P6 01 3644 95 2)i 8MO SM S 33 28040 HW. 040 .. 


— 1997733 ■ 
Hiqli 


133563 I351Q3 Ijfijrr 

2WC05 25Hl59Saaec 

110995112844 97153 
W*)l HS14 32i5.4 
10364 104.10 !pi 57 
13981 MOjtM TifM 
"'•"X-.i-^M r--c 


S«ea tump- 

IFph LOW 


135103 31.14 
2S9U63044 47 
112844 874 139 
35514 «94 

127.43 « IS 
I40« 5053 










V;. 




: ns ^Bsq 

mi 


KK \ \ : 


&***. 


fiR^W- 






fei. ^ --.'j-r 
4 3== 'P..v5 


OB 


S'v:! 


- -'f* ' ' i 

<5- • ■■■' '■ 

>.f '=?;-i: 

.i. rK-:..-:' • - - 

** - 


- '-•' r 


• x~: v*— -•■-'**’ ■ 




FINANCIAL TIMES MONDAY 


MARCH 2 1998 


Focus on rates 


CURRENCIES & MONEY 


POUND SPOT FORWARD AGAINST THE POUND 


DOLLAR SPOT FORWARD AGAINST THE DOLLAR 


Economics Editor 



The Bank of England’s 
monetary policy co mmi ttee 
? s . e: *P e ct M to leave UK 
5™* ra tes on hold for a 
tail'd successive month on 
Thursday but strong growth 
to domestic demand might 
y ®t Prompt an increase, 
which could push sterling 
higher. e 

Last week’s downward 
revisions tO grOSS dnmoqH p 
product took growth below 
its long-tenn trend rate in 
the fourth quarter. On the 
face of tt, this makes a rate 
increase less likely. 

But the same figures 
showed domestic spending 
growing at its fastest rate in 
than eight years. Eddie 
Gsorge, governor of the 
Bank and a ‘dove’ in .farm, 
ary’s vote to . leave rates 
■ un ch anged, has warned that 
slower growth in domestic 
demand is wawntinT 

IT rates do increase - and 
. especially if the committee 
indicates that they may have 
farther to rise - sterling is 
expected to climb back 
towards DM3. 


Attention today will be 
focused on the outcome of 
elections in Lower Saxony, 
In which premier Gerhard 
Sckroeder has set himsaif a 
hurdle if he is to go on to 
challenge Helmut Kohl for 
the German chancellorship. 

The longer-term impact on 
the D-Mark is unclear. Mr 
Schroeder is more a ttr activ e 
to the markets than Oskar 
Lafontame, the other poten- 
tial candidate for the Social 
democrats. But success for 
Mr Schroeder may still be 
negative for the D-Mark, as 
be is seen as more likely to 
defeat Mr Kohl in a subse- 
quent head-to-head fight 

The dollar wQl be sensitive 
to US employment figures on 
Friday, but last week’s testi- 
mony by Alan Greenspan, 
the Federal Reserve chair- 
man, suggests a “wait and 
see" stance on interest rates 
until the impact of the Asian 
crisis is clearer. 

The markets will also be 
alert to signals about the 
likelihood of a further fiscal 
stimulus package in Japan, 
which the US would like to 
see as an alternative to a 
weak yen. 
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Butler is the world's No.1 building system for non- 
residentiai buildings, with many thousands of 
satisfied investors, owners and occupiers in the UK 
and throughout the world. 

Pre-engineered for quality and performance, every 
Butler building is custom designed and offers all the 
added benefits of design build construction. 

For a move in the right direction, build ButJer. 

Butter Building Systems limited. Mfehefann Mistrial Estate, Krixaldy KYI 3LZ. 

Td: (01592)652300, Fax: (01592) 653135 
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Digital infotainment will 
be coming to a TV near 
you, with a little help 
from Rockwell 
Semiconductor Systems. 
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9 % 5 % runom 
Mft isb toast 
31 % 9 Hto 
6 i% Waumax-i: 
*'b S%Wfl 
37 % afttoOMlto 


I.W ZX IE ion 
018 00 29 ES 3 
OM 12 10 d 


f St St 

10 % ID 10 % 
l?ft 11(1 17 , C 
*SK *9 4 w| 
jrtS ?ob rert 
i'i} nfi ii/? 


aft IZb&tnW. 052 10 

i*!i nm dj 

17 ft 13 ,; SaMMCaF 006 03 
» iy t 5 e£iW 071 2 4 
17 % l 5 kSesCI 4 B 7 Si 1*5 91 
46 b > 7 ;r?» 

*ZV Ift* Scagra « D« IJ 
Z 7 % 15 V SagtaW 
85 SbSnMAi 
au Jdfiww. ok >7 
“■ 3 <VCaSW^ 136 59 

| 4 ft IZb ScBrb M 004 6 6 

M llUSHUnui 
75 ft 38 b S«raA 000 08 


ISb •' 5 % 78 A 
oa 10 3 ) 191*3 Wft 75 75 % 

flirt 04 re 7111 Eft 37 ,} J 7 V 

on n ii « m nb n% 

a 204 Z 4 «v *S 45 

006 03 a 4611 IB 17 % 17 % 

DIO 03 16 1 I?»Z 9 % M ?}% 

MZ 10 31 138 53 ,; 5 ?V 53 A 

DDR DJ 30 ll.k lib > 1 % 


07 T 2 * 15 JW 
1*6 91 rlOO 
E 73 I 

066 IJ *0 7810 
27 KIWI 


E Pb 31 j 
li li IC 

Si ffi 3 9 

I •% lift lift 

4 , 71 . a* 


1*0 ?J I* Z* £ 0(2 40 |J 60(7 ® 2 ! "iiS™. 

ore ix j* are *fl mil 47 ft .% 

c» oc 9 4*7 57 ft si,; si.; -y |J » 

!2 rf rs Hi ^ Si ,. 

JM 4 B 1 ; in 70 0 ft 70 kS * vl'-ffiS 

,H 4 £* ,7 mi cxJ. cl! til. 7 B 36 t 3 WB» 


» 10177 ( 67 % f*A fir,! . 3 % 

OK 17 171 X 68 aft a,; j' 

136 59 * HX U ’ E% B : -% 

0 (U 8 6 ai irli 12 % '£ 1 ; -A 

lie I^J 11 % isb 
on os a 179 ,% r*v zssi 

Ota 08 a . 78 % w% ;n% 


11 * 4 B I? HOP 70 0 ft 

184 ZB ,7 8833 65 % Mil 

ore a: re «b 44 1 ] *olJ 

1 7 * Jl IS P 6 46 V * 6 % 

100 SI 16 1 SQ 39 ft 38 b 

1 ZI 3356 2*i 3 ? 
IS K B W 055)1 » 

re 5 ft sft 


•y ■*!( I- on to ■>* »7 IW ID ta -~*v I., r ira ».« 

27 ); 15 ,'j [tooUW* 02 D Old Z 92 74 % £«! a'j -ft 

ilk Daortj I Offi £0 71 £702 3 SV 39 ,* 33 ^ -% 

§ 1 Z*b£> 0 Wf» 0 J 8 10 P J 459 ( 39 ,; B 30 % .,< 

. TDkOooa 3 ta la " TSB 3 K% 90 ft 91 % .)J 

w-f JJ% DCHJs ■ OSS 19 1301 51 % £1 51 % rt’ 

&£ I 8 1 ] Dneitai > OE I I 17 2'7 pft ZS!’ 29 b 

35 % 26 % POE Ita 4 J IZ IW S,i Kil E.i, -l 

Mb fibomi is IP l&k mb io; 

48 % ZlVOraoif. 076 11 ZH 582 »V; 4 %'. **{; 

II,; JVDrfusFdSr 0 01 CO 722 IO 1 * lOrt 10 <« Jj 

' WtaSGe 075 7 £ - ' 1 - 


9 ii fift»ta 5 lG» ore 7 £ 103 9 V 9 % < 3 % 

Eb ZSkDTE&flF £tt 58 IZ 66 W *V 26 ,; 35 V 

asft 0 VDgn»*x *so f* ) sa% »% is% 

40 b iSVouannui a ij: 32,1 3 '% E.i 

56 ,; Oft Duk&j ZJ 3 J *0 a 4155 BA 55 ES.t 

re i?%a« 5 B.» i jo sz a wa a,; zr% ai: 

S,; abOoto, 088 26 18 3 » ufi% fi U% 

S I AikWtoa. l?6 il 93<*1 «% 61 81, S 

7 Z 7 DB 4 L 41 205 5 9 J 35 Ji S 

34 % atoFWOO 200 63 TO S'* 32 b fib 

n iuft dm 4 a ms 19 V 1 ij% , 0 A 


(U. c Jir< - 3 

A A * 
Ss a * 

5 S ESA -,C 
3 13 % 4 . 

6 ! MA rt 


ai i *-} 'Oji 

23 E* * 7 ft 47, -0 47 ft 


Arabella 

CJranu Hotel 
Frvskfi'rt am Main 


When you slay wiih us 
in FRANKFURT 
stay in louch* 

wiUi your complimcmaiy copy of the 


FINANCIAL TIMES 

No FT; no commen t 


ft ZftHXM 
a IBHSSCft 
i FbEABB 
% Tlreafrv® , 
I iSflEwDto 
b 30 %EB*HK 
ft tab Ejdd 


103 b 87 b E an 
SZt Sftj Bdiln_ 


U Jb J.J 3 b 

OS £i *0 2833 u 27 % S, 1 ) ft); 

IPJ ih 5 b A 

020 OS 32 Z» * 0 A « 3 % *jS 

1.06 69 i: 416 Z 4 % 23 ft ai? 

IM 17 17 «S 44 .; 44 4 *,; 


44 6 lV . \ 

lil 66 *] *b 


77(7 lOJ^ascM 
43 WsEtodAu 
Sft Jt am Grant 
Bit 30 Sm MR 
Sb 13 ft Baton 
* 9 % 29,1 S 6 i 
09 M%QMoX 
9 1 . OBxkt 
38 (s 15 ft ttC 
IZA 

fi*g 4 S&WB 1 

nS (MAI 75 


038 IJ S 7138 U 29 23 % 

if* *0 is MB 3 rr% ai ah 

oxz u » » Cft ISA *?S 

a 8 X 9 7 % fift 7 % 

K 47 E 6 nCb 61 e?A 

o’* o» £3 129 rej; rev reij --, 

0 X 0 1.4 291 J» * 4 % 43 ,; «!. .L 
MB 18 a M 25 57.1 5 S S 7 ,( -f.J 

38 54 7 ? 7 V 7 % »- 


351*697 oPrt Mb 

74? a 17 A ’7.*. IJ *. rt 


BA 6 %&*» 0 * 7 Si a <7 01 , - . 

£i% isitomibi 13 62 16 w 5 ft 2 a% ZB% 

19 V HMjEowhCA tti 7 l * l* 1 X 39 12 flf: lift 

Z 2 A lJ&weaA« 037 17 1 X 14*3 ab Slid ab 

41 b dWovCsi IJ* 32 18 4 ? 39 3 BjJ HfJ 

X'V aiVBWDfl ow ix tziine 5 'A 5 i,; si,* 

7 lA aft&fflWB a 4 IZ 9 19,1 < 7 % *s£ 

23 V 16 % BOM 040 32 2 ) £>28 10>4 I 7 )A Ii% 

nfi s^EwtjftBt 06 I sea :* mj? m% 

37 , S whf*n (56 61 11 IW SS% &% ZS 'j 

* 7 % ream ■ ora io mo *' l s “ « 


off ox 2*1 (IJ. 
118 10 » AMS Fffl 


re i*»)EPta 

11 /, '% 6 ‘TtooB 
19 10 >-WPra(H 
ZJ! IVEFM 

S 9 % 20 ‘iiOIFWi 

JTft 28 1 ] Idtutar 
36(1 rebUaX 
* 6 % 21 % toOCi> 
fib SljebJC 
re Eftmsioa 

re 3 P% Winns 

a,; abosw* 

73 b «0 
3 <"j ,53 mem 
C% ffiVVUWal 
7 Zb nr M 

EK iJAmxiBc 
ia>; 15 % W trart 
TTh MjJ trail 
Mb BAnCRM 
Mb Eft MEaanii 
)% 

Cb JBbgta. 

fi fimqUoD 
27 % TSfthrfa 
ilk ubttwttwp 
( 8.4 %»Ob 4 

Sb 3 %fcU*U 

is i:% Kenan 
7 ,i rfhS*B 
i: 3 % ta,,EUi 
-j,. ttwff 
TJ,; 17 % BUM 

6 ' *&»t 

5 Si P'jBOAi 
7 <-b Ta% Vnernx 

33 .; TJkWRUinr 

27 % aftucjtfn 
(b 3 b mhMN 
2,1 15 b WltotaT i 
“b id,; team 

■.ti% t%iriT«to 
it-*< r,;ioappCd 
S 3 ll'jtta 
fift attotoEd 
T 9 ,; MMKtlW 
;j 6 b onFM 
J 4 k a%IT 7 n» 


010 04 17 1305 


£00 195 ' 3*9 10 b 10 % 10 % 

090 77 14 637 11 V 11 .’ lift 

jl - jj i>i ta IT -ii* 

0 E 06 a 1637 si; 57 % 5 »i .% 

1 X 6 5 ) 15 357 X Mjj 3 *}J 

OX* ic ie 277 141 , }*% M F 4 , 

016 01 *6 221 33 E,; 3 ZK >b 

ZT 1 59 d P% 37 % 37 % 

£M 59 3 34 ft taft taft 

092 Z* 15 IO) 38 W BV 38(3 

1 J 4 4 i m W 4 rft az Z\ H, 

ZP 9 £9 3 4 IR (Sb 2 , 73 b .% 

*39 ITA if,; !«’ .,} 
DE OX *1 3361 JBb 37,1 ? 8 .; -j} 


*X\ JJb DEngEI 
' 6(5 UfthmSiarf 
lift IDHrato 
fiA aVtanti 
a% Tivww^ 

36 Pft SY 3 K, 

69 % leSdEMnax 
* 5 % 30 % Mora. 
MV ICkKwat. 


29 A Mb tons, ow 0 * 18 211 J*% 24 % 342 J% 
31 ft tlW 15 ate »A X »% 

fill? 50 b Nmtorti CPD 1,9 ji a>% tab taft 

4 ,b ret ws 3 in EA n 5 

J 7 ft a V etna* (An 5 ? 87 37 ,J J 7 ( J I 7 ,J A 

2 k llbHQwntq U 155 a 1 * 1 * lift n» 

271 ] lift tttoff, tor IXD t< 74 391 S 2*1/ 2*1} 

5 !| 4 ft tea An lit OXi M ,574 v; x% 5 ,' 

Mb > 9 ft HEsqftr. OBI ZX ZI 336 32 % Jl f pft -V 

Aft*. EbnttaB 236 58 1 ? 203 *?b *<V * 2 % -b 

> 6 B l?k>ra» 6 l»art l« Ld W 5 ' 5 % 151 . 15 % >b 

lift IDHrato 0*7 10 7 71 . 7 *j; 2 *ft MV 

CA akHnOWfti 16 * *5 15 Q Jbt; J 5 |L »% 

re% aftrrawf i<: « ie «z ?s% .% zvj -ft 

re JPVKT 3 K 140 37 14 4 JD 37 V 37 % E.{ ■% 

6 ?b iB jftnefjaz i«is aft zi$ TVj .ift 

45 ? 30 % Mora. 07 ? rx 25 3831 u 46 V JS,? *sA rt 
MV 'Ckym»A 1-2 » 17 ) El. X 2 Sfi 


*% ,% Mum 
« 5 lb j 65 Pm> 
71 XVSaRdMad 
Mb IDbSnnMi 
ZOft IfbSMBFM 
* 7 .; X/* 'XU 
fift J 4 % torWUr 
«b 3 Owns 
Oil isftsiwtea 
P a 1 - 5 an Fac 


<9 ? 5 »tatolGi OK 04 Z 7 1515 bIj 28 1 3 k ,.4 

47 % Z 3 ft f»<M 4 t OK <14 S 11 C 36 r)I» 3 V a,” .% 

rejj i.-Mortoiw or.- dj a 6987 25 ,; re,; .re,; .% 

Olj 37 WOQ 6 30 60 rto srtj Slq 53 % *% 


*V VaDrodim 
»A loftiu* 

Mb n^laBOt 102 , 
II V 8 ft tort* ■ BJB E 
4 V zb 3 am 

ji,; ziarens axo < 

16 % Bftawj CM 0 
* 7 ft re,;suMn 056 i 
P% 38 % SnsM 
7 , EASEasi ICC 1 
30 ICStoCWJ. 052 2 
* 6 .; MbSmtill. DiH 2 
tab £ 3 A tooorm 
S 9 k reftima. ut ! 
33 b 2 *b r Mc(i 077 1 
HBb raVtoWKI 1151 0 
71 ,; MV&mORI 040 l 
«A flbSflMC* 0 » 4 X 0 7 
4 i MtorttoV* zoo h 
30 ft ZltoLMM 1*4 4 


ii iu rrb ?f (2 

o« io a* 7 % zb 

36 1674 77 n 15 % 

08 * I I If 1 T 3 I ,' 6 V 78 

OU 25 n 1691 12 MV 

036 22 M Ml 16 ft ID 

133 Jl 54 029 *3 « 2 ,i 42 ,’ 

a <5 1 3 S 9547 ( 33 % JZb 33 ,{ 

IW, ift «V 

qio oj 74 an .reft .ret reft 

'» 38 1 * 303 36 % 35(4 

30 lb f,T I,’ 

io*re isa i*!; iv, 

£02 bS 28 072 l)b 30V .V% 

OJB 8 5 M 219 hli; IO,’. id,'. 

n to, j J jl. -v 

0 j» 19 16 90 (31 ft P,; lift 


% •- 


0 08 06 I* ire ol] i?lj u% 

056 14 M.reja *2 40 -V * 1,1 

a *ae uy s?b sj% 

ic ,7 re zi a, «i, Gib bift 


a os ujj s?i 

icc i ; rezia, t 2 V oil 

052 20 21 in a ZD,' 

00* 10 17 IWO 43 .; 421 

44 *093 rtP, 4 fl 

1 X 8 25 If 55 B *Jb *21, 

07 ? 13 P 974 re 38 ft 

051 Ob M »8 9 <lft * 1 % - 

040 10 K C 5 ? 0 % ZB>’ 

4 X 0 7 J 78 nWb S 4 (, 


js isea BA a 

13* 59 « ISA 17 ' 

010 08 338 i ,*S 17 * i ;|4 

COB 09 Z» A M 5 % 

U 8 39 31 88 ^,5 3 % Sft J, 

346 i? ‘-V 3 * 

OK IJ ZD Tire u* 7 V 46 V 47 % ret 

a 5043 038 % 36 V 38 % . 1 % 

dpi io 9 as rev i «2 reft .t 


to « »a ?>V i 9)2 •% Mb io" 

a « «ji .*i% n,; rt it% >, 

75 52 W It!: «ft 16 ft rt 5 Bft tai 

'2 <>, rt? rt s ssjf re 1 , 

IJ2 75 to 17% I^B J: Si 

IB 1119 4 |J J% 4 V »■ U 8 *z 71\ 

am ex ic 3*962 nub icr,t io*.; i% a% ice 

1*5 j: a Di? *rt »Si» « ■*» n\ n; 

13 27.\ SS* ZT'I »S ,l «, t 7 V 

ii ksi 47 .; *&% i?.; ^ 

10 17 !K 4 SS% 5 A% f. 76 b 4 ft 

15 14 1 B 3 a£ 53 1 « 5 »ft ft I 7 J? 15 > 

W 15 14 Z 7 % 21 27 J. C ft M,V 

5 S IJ S 3512 3 Sb 3 k •% Sft I! 


20 5 S IJ » 35(2 3 Sb 
153 S% S 
012 OS fi 24 SC 2*h 2 * 

r?0 14ft 1*Jp 
7 J TO 9 % 
3)1333 9% 

31 SB fl Ift 


PA OMjgMM 
76 ft 3 *’(’r(W 048 li 

25 k IV.ttfiCfiVd OJ* Ji 

l*V 91 . ML loo 

9 ) EuUHi fllfi 01 
38 A i 5 bM(aGri 
*b blKidite 

3 ?b fill * 7 * 5 . OW £j 

81 b 41 Vltr*Nf* a «4 19 

3 Zft 17 b mra* K 0,0 02 

Mb Id": W Ftf» 0 X 0 18 

1 t% TftVEUI 

58 ft taStWbr 287 Sf 

so ? re , «m<* as as 

» %HM« 9 afc 

i 38 *j ns** r i« iz 

E 3 % IfiElittnlWi 007 4 J 

nv fiftMaacdXi (i« li 

11 ,; ?%Itaa of ;i 

l}£ 9ft tadar 
76 % * 3 S* 0 B«Bafl 021 03 
i ;;7 15 V Hi Altai ■ mi so 

eft * 4 ,; tear top 0*0 OB 

sft ism ton. aiw n 

IJ lUjUMOUl. 07 J (0 
10(2 luMntmMM. 0 X 6 5 * 

JO IS Hri*Tt a *H 1 J 


051 Ob S ns Vth ^ 1 % »n 

040 za n o aib .ft% a,", 

4 X 0 7 J X BWb S 4 |J 55 

2 00 Cl ,1 i(l 41 41 

it* ii if ire re,; sc re 

o« 0 6 id Dos 04 ra,; m 

1 ZS 10 16 ta ZSs 25 b 3 ,' 

IJ* 5 * IS H 5 M ;jV z<% 7*1 

1 78 £8 fi I 4 Z 2 0 U Uk ul. 


Xh l 5 b*M 5 M 
M,v SXkWlHcHM 
83 % 53 ft 8 t*W . 
2*}I ISl; WcfcWl . 
e,i 3 % Amu ' 
37 b lSkAaten. 
•Oft Sft saws J 
* 7 *: 22 WM*t 
l 157 -» Sl% 9 teus, 

jift 

tWiSbvijsmwa 
ir% ziijwnwc 
10 % 5 % 'XUrai JJ 3 « 
Pb 21 'j Wra-Jnsn 
fib 3 iora. ni 
3 SA 26 k WWtcfcra 
Mft MVX'ACSMIi. 
* 5 ft 387 4 f^rtiri 
5 % 7 ft Wmttn it 
Jib TTbWffJa, 

?*,; If.%ic*a», 
JW 2*5 tt aft# 

MS 15 %'Amir.. 
JS,‘. 27 vs.-* u, 

3 % l 6 %n*flcSE 

81 % «!, AWt 

tab UbtnXlQ! 
a,’. H jWantoJ 
* 3 % Z 9 -V ftanka' 
35 ja 2 SWw 
37*2 ZiWmco 
U 3 ); 42 b »|rfo, 

17 b llVntoi 
Wft * 5 bM*Wi 
IXVWiiWu* 

18 { 14 % SUn, 
li ,4 

ta 33 % (to k ■ 

4JA 25*4 OrtK,- 1 
Mft MAWter. 

3 D|. iznmomooi 
5 *A S’jWtoi. 

1 Ift 6 b Wmelwio 
3 ,; 23 *tc£fi , 

Kft I id, SratJ . 

* 7 ft Zjl.KbB 
SV IliMCAOR 
Ji% tnkuMcra' 

S ’j 13 b «UW 1 
*(i Xaurjto 
34 b 71 b UK >. . 


ran 27 % zsft 3 fib 

:sfl SJ to * 2 * r Jiv Jift 

17 * JZ 2 £ £041 SI- 7 Bft S% 

OX 11 « 15 23 .-. JS.' -l.t 


0 Ji 1 3 W 15 a fl Z 8 A £ 3 ,; 

3 ii 8 l] 8 % 0 % -A 

15 ?? JS S 5 *S “I 

OC 17 19 KJEaa JS 35 % 

op OX re 20 * 9 .- *7 ■ 46 % aT; .j* 

19 ? ;? 451 J 773 MJ ? 146 ^ 14 S% li 

ill ** la *52 a ; a .j , 

VV 10 ,4 ia 697 % 6 ® isq!] .si? 

:a £7 iirai 3 Jt » 


£ ZW 75 ,; Du oji .,1 

KI 5 C 8 18 % Ub nC -? 

IM 17 k 17 17 % 


=• > aZ? 41 Apr, 

1 n » <i i* re jjii j. t 
e a £.- 23 755 37 % rU 
1 « 12 73 1 *J tab tab 
'!? or :r 1357 lhft 16 k 


*957 lhft lib 16 ,’ 

2V.1 67 , V « 5 A 66*2 .ift 

*4 * 3 1 4 i 


BIS OA J* IK H 
14 HMU » 
J 67 7 

080 £3 15 267 34 ( 
004 18 12 ICE 4 * 


WA fw 28 V 

3 *A wji 

44*8 43 V tab 


0 ,D OJ 10 1)7 31 % 30 % Pb -b 

0 X 0 18 IS 14 J 1 KMb 3 * WA rt 

TO IZA 17 ?. 17 % ■'» 

z® Sf 17 Its 5*| 5 54,1 54(1 •% 

028 05 O ffi 33 a![ 53 aft •% 

$ 7P U u IT .i 

tfie IJ ZZ 1646 bin IJdli IJS .51 


007 42 u 6 * ab 73 3 % 

Cffi ii :?inz# 4 i *s,l ad b 

de 79 t ire nft im; Il 

*9 1560 14 % Ijb 1 * 

021 03 33 50 75 ;*jt 71 ft .ft 

101 59 ,0 17 b 17 % l*b »A 

0*0 00 ID S 04 5,0 501 * 51 % .{» 

OJW 3 7 ID 1 » JS,; z*i a,; -s 

’rt «,C -H 


IIP 20 11 231 C; 43% 4 J fl 

o /7 ix n ai*i to,; w ; 

ca ol i 7 i 12}; <il iz,’! 

" 18 18 1171 * 3 *A Mj*, 


IZ): BJ/nHMCi? 
37 b ICb 0 * Ml 


2 * 773 *(( B% JDjI 


**b B*jto> 5 l 7 E« 
-ft ? 3 b tjxtsb* 
MV; ((ZJdunCi 
rtPsCB 
tab 51 -j Jr*r . 
S-c ' 9 *iA 3 ae 


527 ZX 14 330 12 % 

TO 751 29*2 

oxz 05 a f 

1(0 >* IM 5 „ 

177 £l ID SE. 

00 ? 01 19 n 1 ^} 


B% ISb<J*VBWto 00* 11 21 7 M 0 u *0 3 jC Hft 

XV ZlVumSf 1 ® 14 55 ) 12)0 S* B% Sft 

a uuontp 77 0775 fij! zfi 4 n” 

a,. llVtoa IJ 4 CD 15 IT* rJJ - 7 % jjlt 

•■*» *9 *? «g 64 % Mb 64 
fift fiftOWVto oj? i; ij t*u fib (> 

Sift 35 k 0 tad,. (Jfl 21 15 CM 46 .; u£ «Q 

na 17 14 air 16 % 16 isl« 

37 % Eftltovant. -- -- - -— — — ■ 

« zzk omen 
^!i 'iftfrmaUl 


55 Si + 


ra - 4 - 4 V vllf 8 . 1-4 ri,« 

t« 4 i IB US) fill 27 % Jjlj 

Zfi 49 IT 400 64 lj Uft 54 

057 1 £ I? 1*11 4 jb « «A A 

1 JX 21 15 601 «ft taft *5 j ft 

lire 17 14 a*Z 16 % IB 16 *t -A 

069 0 ? <5 Z 7 » ( 37 % XV J 7 i> 

"-w ’ i ji xa «S as e; rt 

o«i is to iw 27 aft rev •>* 


fi 16b OoubWZb i 
15 % my 3 BUW 6 B* 
it TOVaaftFrt 
iz 7 % spate Qg 
10 % 0 J* 5 (*W 0 
51 % all} jfmqkd 

&*ft -TShsmi 

It% v %39 T 
ZI% Mb 34 tote 
a ub rattan 
IfV SftSUKOLtJtl 
alf 21 ft taCrna 
X) 74 % 3 jw> 

35 m zrbaatomB 

;ov reASBte 

40 fift tairaa 
6 1 ft rektoMH 
63(1 J'A’WJCO 
as,; at, a, Rcpn i 
X* 14 % moling 
taft 74 % 3 uloa) 

zi **%a® 

a TTbtoASmr 
17 TfttaWlMi 
55 b 31 % 3 awsm 
17 /J 9 %Shto 


ub 9 =a*wte, 
24 b towr 
22 b M’jSnsft*. 
taft THitancp 
ift 4 ,;'ap&nni 
4 St JAliSmani 
oj,; rev smsr 
re ZV’toffwnl 
■Sb * 4 %Sm«. 

Eft EkSmnH 
*Sft »b 5 VM( 1 . 


0*0 0 6 'D im 04 fij,» D* W. 

IX 5 X 10 ta ZSj 25 b 3 ft -ft 

IJ* 54 IS 8 SII 24 V Sb 74 7 .ft 

1 76 £8 fi 14 K oil 62 % Ub J 

UX« (Jl 19 4617 S 28,1 S'* -ft 

oc *0 re ?ta Mi, to'} rek I, 

02* 22 u 37 lift ipj? II .!. 

0 IS 1)9 a ( 17 % IhM 17 % ,ft 

PIS Id 14 n fj S^ it * * 

132 14 16 118 U <s\ sa& 

(00 IS 2912003 ( 88 X. UV « . 1 % . 

m reb oi Z 4 [‘ -i.; 

' 14 '*£ is'i IS 1 ? -i 


Mb aftl»«it« 
37 ,; HkWnjata 
2 *; irtWra-.T* 


. _ „ b, 13 % IJ IJb 

O'-* »• 53 MM 38 ,: * 1 ; ad! .i 

ow ib ii loci j-‘. E J 3 J .? 

'£ „■ -U il il rt 

Sift ufi.T 26 *} 27 % -lb 

MS <3 p bf a * sjjj sjl! .% 

is < 1 M 1*2 bl? nC 12 .2 

154 5 7 3 f 12*1 fi.: fib 27 % .% 

”!•; w » li! 12% MV .i; 

T l‘ <9 «L JDli j! 

«a ic s» uC fil; A 

«v> JZ re iifi re:‘ -K 

:s >175 £v: re,; aj. rt 

ft) ib ia 1 % -A 

: 7 * 60 14 fii 33 % 3 $ X% -t 

*•76 1 0 32 1111 xt ^ Jj jj 


(<» or re lire 
IS 1175 


IS S r ; n *< * ft-? --s 

a.* j? ij it, a t, .i, 

-x-y-z- 


3 s. » ?i s s « 


Ub 5 <] 2 * 0 * 

2 d . z*% irrn-w 
•ft -'bffiiiiiaci 
Ei, IZVtoa. 

»A > 0 *]>ngFaS 
9-4 *Z»teTr* 


MS 

1 ft) 17 IT ;«c 
u 76 50 ,7T 

u*Z 05 16 IU 


MS t% tU A 

; 5 r :'f 

,. 3 - 8,1 8 ft 0 % 

*w .v.; .- 3 ; mj 

Wi 11 % iz *4 13 ,; 
9 % 5 % 9 ,; 


r i? io *0 *iz av rn^t -ft ft<p *** 

OR) 1 7 UK? o»i(! 47 M .V ' 

008 74 a 6*5 5 M. ..; T «**7 Nflio mo kin in VT 5 * naen o» r- IL'TJT' — 

IS Ste'dt % a 4 ss=saMKSs , E3r aat - 
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MONDAY 2 

Presidential vote 

Slovak President Michal Kovac ends 
hte five-year terni of office, creating a 
constftutionai vacuum as parliament 
has been unable to vote in a successor 
with the support of three fifths of 
deputies, it will try again on Thursday 
but neither of the two candidates 
nominated is likely to succeed because 
the ruling Movement for a Democratic 
Slovakia has a blocking minority and 
has yet to put forward a candidate. 
Prime Minister Vladimir Medar wIU 
assume most of the powers of the 
presidency once Mr Kovac, with whom 
he battled continuously, steps down. 

He is reportedly considering standing 
himseif but currently lacks a sufficient 
majority. In a parting shot at Mr 
Meclar. Mr Kovac has ordered a re-run 
of a referendum to create direct 
elections to the presidency on April 19. 
A previous referendum was sabotaged 
by the government and some coalition 
members have questioned the legality 
of the president's move. 

SPD makes a choice 

Germany’s opposition Social 
Democratic party will today select its 
candidate to stand against Helmut 
Kohl, the chancellor, in the September 
27 general election. The party's 45 
member managing board will choose 
between Oskar Lafontaine, SPD leader, 
and Gerhard Schrbder, prime minister 
of Lower Saxony, in the light of Mr 
SchrOderis performance in yesterday’s 
Lower Saxony state election. 

Japanese deregulation 

Japanese and European Commission 
senior officials meet In Tokyo to 
discuss Japan’s new deregulation plan. 
The Commission submitted 
deregulation proposals to Japan in 
November and will press for the 
inclusion of Its key proposals in the 
forthcoming deregulation package. 

Aids and migration 

The UN Aids agency and the 
International Organisation for Migration 
hold a two-day workshop an migration I 
and the spread of Aids. Of the i 

3Dm-p)ua people with HIV/Aids, over | 
90 per cent live In developing 
countries, home to most of the world's 
50m refugees, displaced persons and 
migrants. 

FT Survey 

Ethiopia. 

Holidays 

Australia, Cyprus. Greece. 


TUESDAY 3 


Korea goals 

A delegation from the International 
Bank for Reconstruction and 
Development gives a briefing in Seoul 
on Its 10-day visit to North Korea. 


Seiti leader’s visit 

Bosnian Serb prime minister Mfforad 
Dodik visits the European parliament 
and European Union executive bodies 
in Brussels at the invitation of Doris 
Pack, president of the European 
Parliament delegation for south-eastern 
Europe. 

Pushing the Emu 

The Confederation of British Industry, 
the leading UK employers federation, 
launches a mission to Brussels to 
promote European monetary union. 

FT Survey 

Azerbaijan. 

Holidays 

Bulgaria, Georgia. Morocco. 


WEDNESDAY 4 


Europe matters 

The European Commission discusses 
relations with Turkey and expanding 
the customs union arrangement, 
negotiating liberalisation of commerce 
between the EU and Mexico, and 
creating a transatlantic market place. 

FT Survey 
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THURSDAY 5 


German jobless fears 

German labour market data for 
February could mark yet another 
post-war high in the “headline'' or 
seasonally unadjusted jobless total, 
following last month's news of more 
than 4.82m jobless in January. 
However, February’s mild weather 
could result in a further decline in the 
seasonally adjusted figures. 

OECD farm talks 

Farm ministers of the 29-nation 
Organisation for Economic 
Go-operation and Development gather 
in Paris for a regular five-yearly, 
two-day meeting on trade and other 



policy issues which will be chaired by 
Jozias Van Aartsen, the Dutch 
agriculture minister. 

Meeting of mines 

Heads of UN demining centres around 
the world hold a two -day meeting in 
Geneva to discuss future action 
following the signing by over 120 
nations In December of the Ottawa 
treaty outlawing anti-personnel 
landmines. A recent UN study shows 
that well-designed programmes that 
train local people and give priority to 
minefields posing the worst risks can 
dramatically cut the landmine clanger. 
Some 110m mines are scattered in 70 
countries, killing or maiming an 
estimated 26.000 people every year. 

Massacre sentence 

A United Nations tribunal in The Hague 
will sentence Drazen Erdemovlc, a 
Bosnian Croat who has pleaded guilty 
to war crimes for his rale in a 
massacre of Moslems at Srebrenica. 

Motor function 

The Geneva motor show, one of the 
most important on the automotive 
Industry's calendar, will open to the 
public on Thursday with a number of 
Important new models vying for 
attention. Not least among them will be 
the first entirely new Rolls-Royce since 
i960, the Silver Seraph, and a Bentley 
version, the Arriaga. Both cars use 
BMW engines and other equipment 


from the German car company, 
believed to be the front-runner to buy 
Rolls-Royce from its Vickers parent. 
The new Ford Escort “wo rid" car, a 
supercharged version of Jaguar’s XK8 
sports car. the XKR, a new-generation 
Mazda MX-5 sports car and a Honda 
supermini expected to be built at 
Honda’s Swindon plant in the UK are 
also among the debutants. 

Paralympic games 

The winter paralympic games begin in 
Nagano. This is the first games to be 
hosted by a country outside Europe. 
During the 10-day programme, more 
than 1 .000 athletes from 32 countries 
will be competing in 34 events. Crown 
prince Naruhito will attend the opening 
ceremony today. 

Romanian bids 

Romania's President Emil 
Constantinescu visits The Hague to 
foster his country's bids for 
membership of the North Atlantic 
Treaty Organisation and the European 
Union. 

Learning money 

Britain's cash-strapped universities find 
out how much government funding 
they are to receive for teaching and 
research next year. The Higher 
Education Funding Council for England 
will distribute the £3.8ton allocated for 
1998-1999. The funding round is seen 
as especially important this time 


because It comes as untvers&es 
assess the damaging fiscal 
implications of the Asian currency 
crisis and a 4^ per cent reduction In 
applications from students. 


FRIDAY 6 


Shades of Green 

Germany’s environmental Grew party 
begins a three day meeting In 
Magdeburg, eastern Germany, to agree 
the final draft of its programme for 
Germany's September 27 general 
election. The Greens hope to form a 
coalition with the opposition Social 
Democratic party but they must first 
iron out Internal differences over 
economic and foreign policy between 
the pragmatic “ReaJos" and the 
fundamentalist "Fundi" wring of the 
party which Is hostile to Germany’s 
membership of Nato. 

Cricket 

Third Test. Port Elizabeth: South Africa 
v Pakistan. First Test, Madras: India v 
Australia. 

FT Survey 
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Ghana. 


SUNDAY 8 


Ideas on germs 

An international conference on 
emerging infectious diseases, 
sponsored by the Centers for Disease 
Control and Prevention and 50 other 
organisations, opens in Atlanta. The 
conference wilt cover emerging and 
drug-resistant infections, food-bome 
diseases. Infectious diseases 
transmitted by animals, blood safety, 
vaccines and global climate change. 

The big one 

The 15 day spring grand sumo 
tournament starts today in Osaka. 
Musashimasu, a Hawaiian sumo 
wrestler In the second-highest rank, 
ozeki, will be seeking his fourth 
championship. He will have to win 
almost all the 15 bouts to be promoted 
to yokozuna grand champion. 

African business 

The Addis Forum, which brings 
together the world's leading business 
and financial executives vrith leaders 
from 12 African states, meets in Addis 
Ababa to discuss investment 
opportunities In the African continent. 

Holidays 

Azerbaijan, Belarus, Benin, Bukina 
Faso. Kazakhstan. Kyrgyzstan, Liberia, 
Moldova, Russia, Turkmenistan, 
Ukraine, Uzbekistan. 


Compiled by Roger Beale. 
Fax : (+44) (0)171 873 3196. 
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Other economic news 

Monday: The UK purchasing 
managers survey for the 
manufacturing sector in 
February could confirm the 
recent trend of fiat growth. 
The index will probably 
show that the industry is 
hovering at just above 
recession levels. 

Tuesday: in the US, the 
Leading Economic Indicators 
for January are expected to 
rise by a monthly 0.1 -0.2 per 
cent after zero growth in 
December. 

Wednesday: The UK 
purchasing managers survey 
for the services sector in 
February will show 
continued strong levels of 
activity. 

Thursday: German 
unemployment in February is 
forecast to have remained 
near the post-war record 
levels of previous months. 
The gulf between east and 
west could rise because of 
lay-offs In the east German 
manufacturing sector and a 
margin ally improving trend In 
the west 

Friday: The US employment 
report could see some let-up 
In Jobs growth from the 
unsustainabty strong levels 
of previous months, 
according to analysts. 


ACROSS 

1 Made much of being under 
tension (8) 

5 English country property 
(f>) 

10 Tom came back with It, It s 
understood (5) 

11 Points to oppose In the 
meeting (9) 

12 Heavens! Business men at 
play (9) 

13 Noise and energy of a wild 
di* (5) 

14 Drew gome crude pictures 

( 6 ) 

15 Give a subject a title, per- 
haps (7) 

18 He owed a pound of flesh. - 
a strange notion! (7) 

20 An Iroquois single girl (6) 

22 Letter from Greece has 
note for mother to reflect 
upon (5) 

24 China 'a anniversary (9} 

25 Greatest respect for com- 
mercial delivery (9) 

26 She looks to be in the fif- 
ties, even seen briefly out- 
side 15) 

27 Raises armies to surround 
one (6) 

28 One abandoned by players 
on opponent's ground (8) 


Statistics to be released this week 

Day Economic 

IWiwad Country GtatMe 

Forecast 

Previous 

Aetud 

D«Y 

Released Country 

Economic 

Medlai 

Forecast 

Previous 

Actual 

Mon 

Austral 

04 stocks 

0.4% 

0.4% 

Thur 

Finland 

Fab consumer confidence 

15.3 

15.3 

Mar 2 

Korea 

Feb producer price Index ** 


15.2% 

Mar 5 

Germany 

Feb vacancies. SA west 


2K 


Japan 

Feb auto safes “ 


-235% • 


Germany 

Feb shorttkna, NSA west 


2QK 


Korea 

Feb hade balance customs cleared $bn 

1.0 


UK 

Jan construction orders 


nla 


Thailand 

Feb consumer price Index ~ 


8.6% ' 


UK 

Jan housing starts 


n/a 


Germany 

Feb purchasing managers index, SA 


5 632 


US 

Jan factory orders 

f 

-2.5% 


UK 

Feb chart Inst of purchasing managers 

51.3% 


US 

Jan factory inventories 


-0.1% 


• UK 

Jan consumer credit £bn 

13. 

13 


Ireland 

Jan credit growth 

23.5% 

23.6% 


US 

Jan personal income 


0.4% 

Fri 

Swfe 

Feb unemployment rate 

5.1% 

5.0% 


Canada 

04 consumption, '“SA 

3.7% 

53% 

Mar6 

Italy 

Feb cons price index (ex tobacco) ” 

1.8% 

1.8% 


US 

Jan construction spending 


Q.1% 


Sweden 

Feb unemployment rate 

0.7% 

7A% 


US 

Feb domestic auto sales 


arm 


US 

Feb manufacturing payrolls 


43K 


Vance 

Feb consumer price Index “ 


36.8% 


.us 

Feb hourly earnings 


0.3% 

Tuea 

Austral 

Jan retail trade 

15% 

-0.8% 


US 

Feb average workweek 


34.8 

Mar 3 

Austral 

04 current account balance Sbn 

-5.7 

-4.6 


Canada 

Jan building permits * 

-0.8% 

2.3% 


Austral 

04 current account balance % GDP 

43 

3.4 

Sun 

Japan 

Ffcb overall wholesale price index "* 


0.8% 


indonee 

Dec exports “ 


4.6% 

Mar 8 

Japan 

Feb domestic wholesale price Index “ 


0.7% 


Indonea 

Doc imports '* 


-114% 

During the week... 





Sweden 

Feb consumer confidence 


12 


Japan 

Jsn current account (IMF), NSA Ybn 


152 


US 

Jan new home sales 


mjooo 


Japan 

Jan foreign bond Investment Ytm 


-3.49 


US 

Redbook Feb 28 


n/a 


Argent 

Feb tax revenue Sbn 


4.18 


Spain 

Jan producer price index “ 

0.9% 

. 0.9% 


ChOa 

Fab consumer price index - 


6.2% 

Wed 

UK 

Feb Cl PS Services survey 


58.6% 


Germany 

Jan net foreign bond purchases DMbn 


14 

. Mar* 

Canada 

Feb Ibrefcpi reserves, chg GaS 

0.5bn 

32m 


Belgium 

Fab unemployment rate, NSA 

13-1% 

13.1% 


US 

Jan home completions 


1,4m 

■rixsfflti ca month, "year on year, "’quarter on quarter Statistics, courtesy Standard & Poors MM5. 


DOWN 

1 Display well started (33) 

2 Soldiers meet general com- 
ing back 19) 

3 Post-free? 19.® 

4 Basic part of an electric 
kettle (7) 

6 Money well spent on a 
hearing-aid? (5.10) 

7 Girl holds to a non (5) 

s Settings for clips or decora- 
tions on a nobleman (3.5J 

9 Cut down chesty complica- 

tions (6) 

16 Sleeping partner? 

17 Diagram representing 
quantities — of local sales? 
GJ5) 

19 Get on a bit maybe (6) 

20 One seen in a canoe mov- 
ing round islands (7) 

21 Mum gets little Andrew a 
drink (6) 

23 N. Zealander seen in cin- 
ema or in theatre produc- 
tions (5) 



Winner of Poole No. 9,608: A.R. Hibberd, WoodhaH Spa, 
Lincolnshire. 


MONDAY PRIZE CROSSWORD 

No.9.620 Set by DANTE 

A magnum of Laurent Perrier Rose champagne for the first correct 
solution opened. This prise is available only to winners living in 
England. Scotland and Wales. Winners with overseas addresses will 
receive a stainless steel FT desk dock. Solutions by Thursday March 12, 
marked Monday Crossword 9,620 on the envelope, to the Financial 
Times. 1 Southwark Bridge, London 5E1 9HL. Solution on Monday 
March is. Please allow 28 days for delivery of prizes. 

Name 

Address. — , — — 


Solution 9,608 




No radio this small 
ever sounded so big. 

Introducing the Bose* Wave® radio. 

Enioy the disrina sound of smugs in your kitchen- Or the 
full orchestra in your bedroom. The new Bose VPavc radio fills 
any room with rich, clfjc, unexpectedly lifelike sound. But you 
won't find ihi-. small ivnndcr in any store. The Wave radio is 
ikiFv available direct from Base. For a free information pack, 
simply sendrtav the coupon bd<jw or ^|| ^ freephone on; 

0800 022 044 

When calling. quale tlir rrlereiue number 
in I be ii'Hjpnn lvl.ru 

Hearing really is believing. 

To audition the Wave radio in vour own home for 14 days, 
satisfaction guaranteed, simply call us freephone and discover 
why Sky News said, “This box of tricks sounds like a full 
orchestra. " 

Enjo y bi g , lifelike sound at home. 
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and the I+Jji. '■anifacnon-su.vantccd judmon. 
Ref: 2843 


Name . 

Tel — 



Address . 


■ Puiteode. 


Phase return in an envelope to; flosc. 
Freepost TK Itf’n. Twickenham. Middlesex 
TW2 SUN. No stamp nrccaar). 


Or fax to: U1 SI 41*1841}. 
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